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Revolt in Spain 


AND IN EUROPE AND THE UNITED STATES 


By RAYMOND LESLIE BUELL, President, Foreign Policy Association 
Columbia Broadcasting System, WABC, August 6, 1936 


ONIGHT Spain is entering the fourth week of one 
of the bloodiest civil wars in modern history. The 
rebels led by General Franco claim they are fighting 

for the traditions of Spain and against Communism; while 
the government claims it is upholding the social and _po- 
litical ideals of the Republic. Five years ago Spain over- 
threw the monarchy and has since been attempting to solve 
acute social problems by democratic means. Last February 
the Liberal and Left parties won the majority in the elec- 
and they have governed the country through a so- 
called Popular Front. But this government has been marked 
by growing disunity. ‘The Socialists have refused to par- 
ticipate in the Cabinet, which has been controlled by Left 
Republicans, and the radical groups have been divided into 
warring factions; the Conservative Socialists led by Prieto, 
the extremists led by Largo Caballero, and the Communists 
proper. In addition, thousands of workers who believe in 
revolution through general strikes have been organized in an 
anarchist movement. Largely as a result of these divisions, 
the government headed by President Azana failed to cope 
with a series of strikes which almost disorganized economic 
life and to prevent a series of political murders committed 
by both Socialists and Fascists. Disgusted by growing dis- 
order and fearing that Communism ,was coming to domi- 
nate Spain, a strong group of army officers inaugurated its 
revolt on July 17th. Since then fighting has continued with 
unabated fury and 35,000 people have been killed. The 
government has armed the workers in a Marxist militia 
which is fighting with reckless determination. Both sides 
are executing prisoners, and workers are burning churches, 
hanks, property, and massacring property owners, priests and 


tions, 


nuns. No one knows what the outcome of this revolt will 
be, but it seems certain that, whatever the result, parlia- 
mentary institutions and democratic liberties are doomed. In 
Spain the contest is reducing itself to a struggle between 
two extreme forms of dictatorship: Fascism vs. Communism. 
The struggle is more than domestic; it threatens to become 
international. Behind General Franco loom the military 
planes of Fascist Italy and the warships of Nazi Germany. 
Behind the Spanish workers loom the Popular Front of 
France and the masses of Moscow, who are raising a fund 
of 40 million dollars to aid the Spanish Communists. 

Nazi Germany and Fascist Italy hope that the Spanish 
rebels will win. The creation of a Fascist state in Spain 
would be a blow to democracy throughout the whole of 
Europe. It is reported that General Franco in return for 
support has offered air bases to both Mussolini and Hitler 
on Spanish territory. But neither France nor Britain can 
allow Spain thus to become a puppet of Fascist powers. 
France has proposed an international treaty under which 
the European powers will promise to keep their hands off 
Spain. If the European powers can get together upon such 
a treaty and thus localize the Spanish problem, there is a 
chance that they may be able to solve other fundamental 
problems by peaceful negotiation. But if this effort fails, 
the civil war in Spain may be the spark which speeds the 
fire of a civil war throughout Europe. 

While Spain constitutes an immediate danger point, 
the fundamental problem of Europe today is Germany. For 
nearly three years this country also has been undergoing a 
social revolution. Under Adolf Hitler, Communism has been 
ruthlessly suppressed in favor of the totalitarian Nazi state. 
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In their desire for security the German people have acqui- 
esced in the loss of economic and political freedom and have 


accepted a regimented dictatorship. As in the case of 
Spain, the revolution in Germany is not only of internal 
but international importance. The suppression of parliamen- 
tary institutions and individual rights has come as a shock 
to the outside world. Since the Nazis took power, Germany, 
a proud and sensitive nation, has not hesitated to tear up 
the one-sided restrictions of the Treaty of Versailles. De- 
spite this treaty Germany today has restored compulsory 
military service and is building up a modern army of six 
hundred thousand men. In defiance of the famous Locarno 
pact of 1925 Germany has sent troops into the demilitarized 
Rhineland area and, according to reports, is erecting forti- 
fications there which will prevent France from giving ef- 
fective aid to its allies in Central Europe. 

The Germans contend that their only wish is to achieve 
a position of equality in Europe and secure the right to live. 
The outside world fears, however, that the new Germany, 
which is ‘a huge dynamo of energy, desires to carry out the 
old Pan-German idea of dominating Central Europe and 
the Balkans, and the new Nazi idea of the racial unity of 
all Germans, and the forceful seizure of Russian territory. 
To accomplish this end Hitler is pursuing four policies: 

(1) He is building what will probably be the strongest 
army in Europe. Composed of magnificent physical speci- 
mens, the youth of Germany is being infused with a sense 
of confidence in their country and themselves, and is being 
trained in a life of daring which is foreign to the pacifist 
democratic countries. ‘This year Germany is expending the 
stupendous sum of four billion dollars on military expendi- 
tures—19 per cent of its national income. 

(2) Nazi propaganda is carrying on a virulent cam- 
paign among the German minorities of many European 
countries. They are attempting to gain control of govern- 
ments by intimidation and bribery. Today Fascist propa- 
ganda is a more serious international problem than Com- 
munist propaganda. 

(3) Germany is carrying on a campaign of economic 
penetration in Central Europe and the Balkans. Through 
means of barter agreements Dr. Schacht is buying raw ma- 
terials from countries which hitherto have depended on 
Britain and France. Already Germany dominates the trade 
of Austria, Bulgaria and Yugoslavia. 

(4) Hitler is attempting to break down the wall of 
isolation built around Germany by France following the 
World War. This wall consists of alliances between 
France and Poland and Belgium; between France and the 
three Little Entente states of Central Europe; and between 
France and Russia. More than a year ago France brought 
into existence the Stresa front against Germany, composed not 
only of France but of Italy and Britain. By skillful di- 
plomacy Hitler has already succeeded in breaking through 
these combinations. Two years ago he made a friendship 
agreement with Poland, promising not to go to war for ten 
years over Danzig and the Polish corridor. Since then 
Poland has been friendly with Germany, and has moved away 
from its alliance with France. Secondly, Hitler has re- 
cently come to terms with Mussolini. The most important 
obstacle to agreement has been Hitler’s design on the little 
country of Austria. Although inhabited by Germans, Au- 
stria occupies such a strategic position that if Germany suc- 





ceeds in obtaining Austria it will be comparatively easy 
to undermine the remaining states of Central Europe. Once 
in Austria, Hitler would sooner or later try to get back 
from Italy the German population of the Tyrol. Should 
Hitler come to dominate Austria and Central Europe, Italy 
would be reduced to the position of a second or third rate 
power. On the other hand, Hitler feared that Italy, fol- 
lowing the end of the Ethiopian War, would rejoin France 
and Britain in her anti-German bloc. To prevent this from 
happening he made an agreement promising to give up his 
efforts to seize Austria by force. In return Mussolini has 
virtually promised to see to it that Germany gets a square 
deal from Britain, France and Russia. Thus Germany has 
made two friends—Poland and Italy. Nevertheless, Hitler 
may find it hard to keep these friendships if the Nazis 
gain control of either Danzig or Austria. The peace of 
Europe remains precarious, but it is by no means certain 
that Germany will succeed in dominating the continent. 

Europe’s third great problem is Italy. All of us know 
that since the War Italy has been governed by a Fascist 
dictatorship, which in certain respects is similar to the regi- 
mentation in Germany. Fascism preaches that pacifists are 
cowards and that war is noble. Such doctrines help to hide 
underlying economic difficulties. Like Germany, Italy suf- 
fers from lack of raw materials and foreign trade. After 
the World War the League of Nations did nothing to bring 
about the redistribution of raw materials, and during the 
world depression the economic situation of Italy grew stead- 
ily worse. The result was that Mussolini finally went to 
war and conquered Ethiopia, despite the protests of people 
all over the world and the limited boycott imposed by the 
League of Nations. Mussolini’s success in Ethiopia has 
given the League a terrific blow and has injured the position 
f Great Britain. Some people fear that, following the ex- 
ample of Japan, Italy will use Ethiopia as a base for fur- 
ther conquests. Mussolini dreams of driving Britain and 
France out of the Mediterranean and converting it into an 
Italian lake. Should he attempt to realize this dream Brit- 
ain would have to strike back or acquiesce in the destruction 
of its Empire. 

Thus Europe today is confronted by two powers which 
are being driven by internal forces down the dangerous road 
of foreign expansion. Germany threatens to expand in Cen- 
tral Europe and Russia; Italy threatens to expand through- 
out North Africa, the Near East and the Mediterranean. 
Will these two powers form an alliance with each other 
and, possibly with Japan, go to war to realize parallel 
objectives ? 

These Fascist states are dominated not only by terri- 
torial ambitions but by the fervor of crusading ideas. Dis- 
liking the capitalistic liberalism of the past, disliking Com- 
munism even more, these states would like to see the exten- 
sion of Fascism everywhere. The support which they have 
recently given to General Franco in Spain may be the be- 
ginning of a crusade similar to that waged by the French 
Revolution throughout Europe after the battle of Valmy in 
1792. 

Although it is possible that a German-Italian alliance 
may be made, for the moment such an alliance is blocked 
by two obstacles. In the first place, the interests of Mus- 


solini and Hitler conflict in Central Europe. The power 
of Italy would be seriously reduced if Hitler were installed 
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either in Austria or Yugoslavia. Secondly, Italy is in no 
position to risk a general war in Europe; Mussolini has suc- 
ceeded in winning a victory over Ethiopia and the League of 
Nations, but in the process he has lost nearly half of his 
gold and much of his foreign trade. Today Italy is con- 
fronted by the difficult task of pacifying and developing 
Ethiopia. A general war might drastically weaken Italy. 
If Mussolini is wise he will not risk a fight with anybody 
his equal. 

Whether or not the Fascist states succeed in dominating 
Europe and Africa depends upon the resistance offered by the 
three opposing powers—France, Britain and Russia. Why 
did these three great powers fail to oppose effectively Hit- 
ler’s treaty violations and Mussolini’s war in Ethiopia? 
Under the League of Nations these powers should have 
taken the lead in organizing economic and military action 
against such illegal acts. So far they have failed to do so 
because none is willing to run the risk of war to stop acts 
on the part of the Fascist states which do not affect so-called 
vital interests. None of these powers believes in the League 
strongly enough to take the same kind of risk that Hitler 
or Mussolini is willing to take. This unwillingness is due 
partly to pacifism and partly to a secret realization that the 
present efforts of Germany and Italy to expand are a dupli- 
cation of past efforts of Britain, France and the United 
States. Had the League members and the United States 
been willing to make peaceful concessions so that Germany 
and Italy could meet their economic problems by legitimate 
international trade, the excuse for aggression might have 
been removed. But while clamoring loudly for peace, none 
of the “have” powers has been willing to make any sub- 
stantial economic concessions to the “have-not” countries. 

Although the early treaty violations of the Fascist states 
did not seem to affect any vital interests of other great pow- 
ers, France, Russia and Britain have finally become aroused. 
Since June, France has been governed by a Socialist govern- 
ment under Léon Blum, who has abandoned the pro-Italian 
policy of Mr. Laval and has adopted a strong League policy. 
\t the same time France is clinging more strongly than ever 
to its alliances with separate powers. Mr. Blum, however, 
has held out the olive branch to Hitler and may prove more 
conciliatory than any previous French government. 

Nevertheless, so long as the Blum cabinet does not 
olve its internal problem the international position of France 
will be weak. The government has adopted much-needed 
social legislation; it has placed the Bank of France under 
government control and nationalized the munitions industry. 
But so far it has failed to solve the all-important problem 
of finance. France today still clings to the gold standard 
when every other great power has abandoned it. Prices are 
high. An American in Paris today has to pay about $2 for 
a meal. Consequently, France has lost most of its tourists 
and a large part of its foreign trade. Meanwhile, Blum’s 
social legislation has increased French cost of production. 
‘The most simple solution would be for France to devaluate, 
which means lowering the gold value of the French cur- 
rency probably to the British level. But devaluation re- 
mains unpopular and Mr. Blum is afraid to move. There 
is a danger that financial matters will go from bad to 
worse, and that particularly if the Fascists win in Spain 
a severe reaction will take place in France against the 
Popular Front government. 


discuss this question will be held this Fall. 


A second power which blocks Fascist expansion is 


Soviet Russia. This Communist power lives in fear of a 
combined attack of Japan and Germany, both of which hate 
Communism. To obtain outside support against such at- 
tack, Russia has joined the League of Nations, made al- 
liances with France and Czechoslovakia and seemingly 
dropped its former support of worldwide Communist propa- 
ganda. With the breakdown of the League in the Ethio- 
pian dispute, Russia has intensified its military preparations, 
its army has increased from 560,000 men in 1933 to 1,- 
300,000 in 1936, which is the largest in the world. Today 
Russia feels strong enough to resist attack both on its east- 
ern and western fronts, although as yet it is hardly in a 
position to extend aid either to France or Czechoslovakia. 

The final power supposedly in the anti-Fascist camp 
is Great Britain. The failure of the British pro-League 
policy in the Ethiopian War has, for the time being, pro- 
duced a severe reaction in Britain against any European 
commitments except along the Rhine and in favor of a vast 
rearmament program. Today Britain is feverishly building 
up its navy, its air force and its army. During the next 
three years more military planes will be delivered to the air 
ministry than in the entire seventeen years since the end of 
the war. Military appropriations will come to a total of 
about a billion dollars, which, however, are still far below 
the military appropriations of either Soviet Russia or Nazi 
Germany. 

In view of the vast armaments of the other powers 
Britain must rearm or submit to the dissolution of its em- 
pire. But the vital question confronting the world is 
whether Britain will make use of its new force to return to 
its pre-war policy of splendid isolation or to rebuild a new 
League. A part of the Conservative party, which controls 
the government at present, is pro-German and anti-Soviet. 
These conservatives believe that Germany should be given 
a free hand in Central Europe and assert that Britain would 
not be affected if Germany and Russia attempted to kill 
each other off. The other section of British opinion, repre- 
sented in part by the Labor party, believes that a return to 
splendid isolation means a policy of drift which inevitably 
would drive England into another imperialistic war. These 
Englishmen favor increased armament only if Britain will 
stand with France and Russia in an effort to build up a real 
League representing democratic and socialist powers. 

Thus it appears that Italy and England hold the strate- 
gic position on the European checkerboard. The govern- 
ments of both countries have announced their opposition to 
the division of Europe in two armed camps and if they can 
settle their own differences they undoubtedly will be in a 
position to bring back Hitler into the concert of Europe and 
thus avert war. ‘To do so, however, the status quo powers 
must be willing to relieve the economic situation of Germany 
and to strike out the humiliating and punitive provisions of 
the Treaty of Versailles. 

Mussolini believes in settling the differences of Europe 
through a pact of the six great powers. A conference to 
But if any con- 
ference is to succeed the democratic, Fascist and Communist 
powers in Europe must compromise differences that now 
seem irreconcilable. Consequently, some observers predict 


that a new general war in Europe is sooner or later in- 
evitable. 
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While this pessimistic conclusion is not necessarily cor- 
rect, Spain and many other European countries are under- 
going a social revolution and the whole continent is 
threatened by the fear of a new war. What is the mean- 
ing of these events to America? 


First, if this land is to escape the social ravages which 
have swept across European countries during the last twenty 
years, we must admit the existence of our social problems 
and determine to solve them in a spirit of compromise, de- 
mocracy and intelligence rather than in a spirit of class 
struggle and arbitrary force. It is encouraging to find that 
both the Republican and Democratic platforms seem to ad- 
mit this necessity and that both parties have nominated 
Presidential candidates who cannot be accused of having 
Fascist sympathies. 

Nevertheless, America has failed so far to solve grave 
economic and political problems. We still have about 11 
million unemployed and 20 million on relief. We are con- 
fronted by a formidable government deficit and the dangers 
inherent in an overabundance of cheap money. At present 
there is a popular outcry against monopoly, but there is no 
agreement as to what should be done with the problem of 
large-scale production. We have enacted social security legis- 
lation which contains so many defects that it may prove 
unworkable. Government subsidies have kept alive the farm- 
ers in the South and the West, but little of a fundamental 
nature has been done to bring about agrarian reform in the 
South, to solve the problem of drought and soil erosion in 
the West, or to establish foreign markets for agriculture. 
There is a danger that the present recovery may produce 
inflation and be followed by a new collapse. 


From the political standpoint, the American govern- 
ment does not command the respect and prestige which is 
necessary if a democracy is adequately to meet the issues of 
a changing economy. America is the only great country in 
the world having a Constitution which virtually forbids 
the government to regulate the national economy. Not 
only must this Constitutional problem be solved, but con- 
fidence needs to be established in the integrity and conti- 
nuity of government administration and in the intelligence 
and sincerity of political leaders. 


In view of its still vast reserves America has more 
time in which to meet its problems than have other states 
such as Spain. Judging by European experience, America 
can maintain its tradition of equality and liberty only by an 
intelligent middle-class leadership which recognizes that the 
solution of social problems can be left neither to blind 
chance, to ignorant demagogues, nor to extremist revolution- 
aries. Already danger signals are flying in the air. On the 
one extreme are those who promise all things to all men; on 
the other are the reactionaries who believe they can return 
to the ways of the past and who denounce those who propose 
social change as “Communists” and “atheists”. America 
will be saved from the social struggle now devastating Spain 
if the middle classes will organize a truly democratic move- 
ment willing to compromise sectional and class differences in 
favor of a real national point of view. 


Secondly, recent events demonstrate that America is in 


danger of being drawn into a new European war should 
it last any length of time. Despite the present wave of 





isolationism and pacifism, there are at least three reasons why 
America will find it difficult to keep out of war if and when 
it comes. 

First, the debates in the last Congress show that few 
Americans are willing to sacrifice foreign trade and other 
interests—which is necessary if a program of real isolation 
is carried out. 

Second, in view of the American belief in the principles 
of democracy and liberty, a strong demand will arise in 
many circles in favor of America’s entrance on the side of 
democratic powers, should they reach the point of being 
overwhelmed in a war by Fascist opponents. 

Third, an even larger number of Americans will prob- 
ably come to believe that if the Fascist states and Japan suc- 
ceed in dominating Europe and the Orient these states will 
inevitably turn greedy eyes upon the Western Hemisphere 
—Latin America, the Caribbean and even Canada—and 
thus injure the vital interests of the United States. From 
this standpoint, the British Empire and, to a lesser extent, 
France constitutes our first line of defense. Should this 
line begin to crumble, many Americans would demand entry 
into the war as a measure of self-preservation. 

Thus it is unlikely that the United States will be able 
to keep out of a new European war very long. If this is 
true, the only course of wisdom is to assist in preventing war 
from breaking out. The United States has had many op- 
portunities to render such assistance in the past, which it has 
refused to accept; and there is no reason to believe that it 
will now take any initiative in solving the international 
problem which is steadily increasing in difficulty. 

Nevertheless, this country can make three contributions 
which remain within the realm of practical politics: 


(1) We can utilize the prestige and power arising out 
of our increasing armaments on behalf of a diplomatic policy 
of supporting peace and international law, both in Europe 
and the Orient through cooperation with other like-minded 
powers. 


(2) We can continue and intensify Secretary Hull’s 
splendid effort to bring about carefully planned tariff reduc- 
tion through reciprocity treaties, and after the elections we 
can offer to enter an agreement provisionally stabilizing cur- 
rency and take other economic and financial steps—thus as- 
sisting in relieving international economic tensions which 
have produced political unrest. 


(3) We can refrain from enacting any more stringent 
neutrality legislation, thus making it possible for the demo- 
cratic powers to continue to buy raw materials in this market 
in case war comes. 


Both President Hoover and President Roosevelt have 
realized that the United States can secure peace only by a 
policy of real international cooperation, but they have been 
consistently blocked by so-called “isolationist” sentiment in 
the Senate and throughout the country. It is a paradoxical 
fact that this sentiment, which is willing neither to with- 
draw from nor cooperate with the outside world will prob- 
ably drag us into war when it comes. The American people 
can be sure of peace only if they are willing to think through 
its implications and demonstrate their willingness to make the 
immediate sacrifices necessary to bring into existence an or- 
derly and friendly society of nations. 
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Whose Constitution? 


THE PEOPLE’S OR THE PRESIDENT’S? 





By GEORGE W. MAXEY, Justice of the Supreme Court of Pennsylvania 
Auspices, The National Republican Club, The Women’s National Republican Club, The New York State Women’s 
Republican Club, The New York State Young Men’s Republican Club, The Republican Builders, New York City, 
July 23, 1936 


MEMBER of the cabinet has just published a book 

entitled ‘““Whose Constitution?” Reviewers of this 

book think they have found in it by clear implica- 
tion the author’s answer, and that it is: ““The Constitution 
is the President’s and it is the duty of the Supreme Court 
so to interpret it as to make it yield to the presidential pro- 
gram.” Secretary Wallace, the author, condemns the Su- 
preme Court because it recently refused to interpret the 
clause empowering Congress to “provide for the common 
detense and general welfare of the United States,” as cloth- 
ing Congress with power to pass a law taking hundreds of 
millions of dollars as “processing taxes” from certain groups 
. of citizens and bestowing these millions on other groups. 
Congress enacted this law, the “A.A.A.,” at the behest of 
the President, who claimed that such a law would “promote 
the general welfare of the United States.” Mr. Wallace 
quotes with approval the following from an author named 
Irving Brant: ‘The Supreme Court in invalidating the 
A.A.A. ‘has cut the effective use of the welfare clause down 
almost to zero by denying to Congress the implied power to 
attach ce.aditions to the use of Federal money.’” The fact 
should be noted that Mr. Wallace condemns the Supreme 
Court for denying to Congress a power admittedly not ex- 
pressly granted in the Constitution but which Mr. Wallace 
and those he represents would place there by implication. 
When Patrick Henry was a member of the Virginia Con- 
vention duly elected to ratify or reject in 1789 the Con- 
stitution, he opposed its ratification because it contained at 
that time no bill of rights and particularly because it did not 
then contain a clause expressly reserving to the states or to 
the people all powers not delegated to the United States by 
the Constitution. In the light of present day happenings, 
including Mr. Wallace’s book, Patrick Henry’s words were 
prophetic. He declared in reply to a delegate who stated 
that no such reservation of power was necessary: “The 
Honorable Gentleman said, ‘We ought not to declare that 
each State retains every power and right which is not ex- 
pressly delegated to the Federal Government.’ He speaks 
with contempt of this amendment. But whoever will advert 
to the use made repeatedly in England, of the prerogative 
of the king and the frequent attacks on the rights of the 
people, will see the necessity of excluding implications. Vir- 
ginia demands these amendments before she will ratify this 
Constitution. Without these amendments, this Constitu- 
tion squints toward monarchy. I see and feel the immensity 
of the dangers ahead.” Virginia ratified the Constitution but 
at the same time proposed the following constitutional 
amendment: “Each State in the Union shall respectively re- 
tain every power, jurisdiction, and right which is not by the 
Constitution delegated to the Congress of the United States 


or to the departments of the Federal Government.” This 
proposed amendment became, with unimportant verbal 
changes, the Tenth Amendment to the Constitution. Mr. 





Wallace says that the Supreme Court in the Hoosac Mill 
Case “in effect wrote the word expressly into the Tenth 
Amendment.” American history proves otherwise. Patrick 
Henry said that unless congressional legislation be restricted 
to the limits expressly set by the Constitution, the Federal 
Government would “squint toward monarchy.” Secretary 
Wallace says that the Supreme Court did wrong in denying 
to the President and Congress the implied power which they 
attempted to read into the Constitution. He evidently would 
have the Government “squint toward monarchy.” 

There is very eminent authority against the proposition 
which Secretary Wallace so stoutly contends for. The 
authority is James Madison, the “Father of the Constitu- 
tion”. In 1798 the General Assembly of Virginia passed 
what is known as the “Virginia Resolutions”. These reso- 
lutions set forth, inter alia, the following: “This Assembly 
solemnly declares a warm attachment to the Union of these 
States, and it is their duty to oppose every infraction of those 
principles which constitute the only basis of that Union... . 
The Assembly doth explicitly declare that it views the 
powers of the Federal Government as . . . no further valid 
than they are authorized by the grants enumerated in the 
Constitution, and that in case of a deliberate, palpable, and 
dangerous exercise of other powers not granted by the com- 
pact, the States have the right and are in duty bound to 
interpose for arresting the progress of the evil.” James Madi- 
son became chairman of a committee to which was referred 
these “Virginia Resolutions” and similar resolutions from 
other states. In reference to the part of the resolution just 
quoted, Mr. Madison said: “On this resolution the commit- 
tee has bestowed all the attention which its importance 
merits, . . . and they feel confidence in pronouncing that it 
is unexceptionably true.” Madison continued: “In all the 
contemporary discussions which the Constitution underwent, 
it was constantly justified on the ground that the powers 
not given to the: Government, were withheld from it and 
that if any doubt could have existed on this subject, under 
the original text of the Constitution, it is removed, as far 
as words could remove it, by the amendment which expressly 
declares, ‘that the powers not delegated to the United States 
by the Constitution, nor prohibited by it to the States, are 
reserved to the States respectively, or to the people.’” He 
said further: “If the powers granted be valid, it is solely 
because they are granted, and all other powers not granted, 
must not be valid.” “The other questions presenting 
themselves are,” said Madison, “(1) Whether  indica- 
tions have appeared of a design to expound certain general 
phrases copied from the ‘Articles of Confederation,’ so as 
to destroy the effect of the particular enumeration explaining 
and limiting their meaning. (2) Whether this exposition 
would by degrees consolidate the States into one sovereignty. 
(3) Whether the tendency and result of this consolidation 
would be to transform the Republican system of the United 
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States into a monarchy. The general phrases here meant 
must be those ‘of providing for the common defence and 
general welfare.” Madison quotes the corresponding gen- 
eral welfare clause from the “Articles of Confederation” and 
compares it with the general welfare clause in the Constitu- 
tion and then says: “This similarity in the use of these 
phrases in the two great Federal charters, might well be 
considered as rendering their meaning less liable to be mis- 
construed in the latter: because it will scarcely be said, that 
in the former they were ever understood to be either a gen- 
eral grant of power, or to authorize the requisition or appli- 
cation of money by the old Congress to the common defence 
and general welfare, except in cases afterwards enumerated, 
which explained and limited their meaning; and if such was 
the limited meaning attached to these phrases in the very 
instrument revised and remodeled by the present Constitu- 
tion, it can never be supposed that when copied into the Con- 
stitution, a different meaning ought to be attached to them. 
... It is evident that there is not a single power whatever, 
which may not have some reference to the common defence, 
or the general welfare; nor a power of any magnitude, 
which, in its exercise, does not involve or admit an applica- 
tion of money. . . . The true and fair construction of this 
expression, both in the original and existing Federal com- 
pacts, appears too obvious to be mistaken. In both, the Con- 
gress is authorized to provide money for the common defence 
and general welfare. In both is subjoined to this authority 
an enumeration of the cases, to which their powers shall ex- 
tend. . . . Whenever, therefore, money has been raised by the 
general authority, and is to be applied to a particular mea- 
sure, a question arises whether the particular measure be 
within the enumerated authorities vested in Congress. If it 
be, the money requisite for it, may be applied to it; if it be 
not, no such application can be made. . . . That the obvious 
tendency and inevitable result of a consolidation of the States 
into one sovereignty, would be to transform the republican 
system of the United States into a monarchy, is a point 
which seems to have been sufficiently decided by the general 
sentiment of America. In almost every instance of discus- 
sion relating to the consolidation in question, its certain ten- 
dency to pave the way to monarchy, seems not to have been 
contested. It may not be improper, however, to remark two 
consequences, evidently flowing from an extension of the 
Federal power to every subject falling within the idea of the 
“general welfare.” One consequence must be to enlarge the 
sphere of discretion allotted to the Executive Magistrate. 
. . . The other consequence would be, that of an excessive 
augmentation of the officers, honors and emoluments depend- 
ing on the Executive will. [I am sure Madison would be 
interested to know that 258,000 Federal employees have been 
added to Uncle Sam’s pay-roll burden since President Roose- 
velt took office three and one-half years ago.| Add to the 
present legitimate stock all those of every description which a 
consolidation of the States would take from them, and turn 
over to the Federal Government, and the patronage of the 
Executive would necessarily be as much swelled in this case 
as its prerogative would be in the other. This dispropor- 
tionate increase of prerogative and patronage must evidently 
either enable the Chief Magistrate of the Union, by quiet 
means, to secure his re-election from time to time, and 
finally, to regulate the succession as he might please; or, by 
giving so transcendent an importance to the office, would 








render the elections to it so violent and corrupt, that the pub- 
lic voice itself might call for an hereditary, in place of an 
elective succession. Whichever of these events might follow, 
the transformation of the republican system of the United 
States into a monarchy would be equally accomplished.” 
Thomas Jefferson said in 1821: “Were we directed from 
Washington when to sow and when to reap we should soon 
want bread. When all government, in little as in great 
things, shall be drawn to Washington as the center of all 
power, it will become venal and oppressive.” 

Secretary Wallace’s views of the implied powers of Con- 
gress under the General Welfare Clause are not only con- 
trary to the views of Henry, Jefferson and Madison, they 
are also opposed today by a man who has proved himself to 
be a typical statesman of old Virginia, Senator Carter Glass. 
In an address delivered a week ago on the 200th Anniver- 
sary of the birth of Patrick Henry and at his birthplace, 
Senator Glass said: “The President made a mistake in tak- 
ing all the powers Congress was willing to give him. Con- 
gress should be blamed for abjectly surrendering its own 
constitutional functions and delegating them to the Presi- 
dent of the United States and to various minor officials. I 
expect to abide by my oath of office. It is sacred to me. 
Patrick Henry would go along with me. I envy him his 
power in denouncing oppressive and unwise measures. Henry 
was opposed to tyranny. I submit there is no more damaging 
species of tyranny that that of taxing the many for the bene- 
fit of the few. I wish Patrick Henry were living today. I 
wonder what he would think of the vagaries of our govern- 
ment. If he were living today, he would not attempt to 
cure one evil with a multitude of others.” 

Secretary Wallace says on page 307 of his book, in 
discussing “the checks and balances” of the Constitution, 
that “we have found it necessary to throw these overboard 
in every time of great emergency.” That statement is a 
libel on American history. It has been proved that in our 
times of stress and strain, the Constitution has been our 
safest chart to steer by. Through four years of fierce Civil 
War, Abraham Lincoln steered by it and no greater captain 
ever trod the bridge of the Ship of State than he. In his 
great “Reply to Hayne” Daniel Webster’s first words were: 
“When the mariner has been tossed for many days in thick 
weather and on an unknown sea, he avails himself of the 
first pause in the storm to consult his compass, reckon his lati- 
tude, and ascertain how far the elements have driven him 
from his true course.” Every president of the United States 
until 1933 has, in reckoning his “true course,” taken the 
Constitution as his “pole star”. Grover Cleveland began 
his second presidential term, in 1893, in a time of economic 
stress and strain, but he said in his Inaugural Address: “I 
shall preserve the Constitution by protecting every grant of 
Federal power it contains, by defending all its restraints 
when attacked by impatience and restlessness, and by enforc- 
ing its limitations and reservations in favor of the States and 
the people.” History records that he kept that pledge. 

Four days ago, a book entitled “Storm Over the Con- 
stitution,” written by the Mr. Irving Brant already referred 
to, was reviewed in some of the great Sunday newspapers. 
The introduction to that book was written by Secretary 
Wallace, who therein said: “The important thing under the 
Brant thesis [obviously approved by Secretary Wallace] is 
to elect Presidents who will nominate the right men to the 
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Supreme Court.” No one need have any doubt as to what 
Mr. Wallace “implies” in that remark. By “right men” 
is obviously meant. men who as Justices of the Supreme 
Court will transform that tribunal, as Congress has been 
transformed since March 4, 1933, into a mere agency for 
the official registration of presidential desires. That the 
President himself wants this was clearly indicated by his 
letter to the Chairman of the Ways and Means Committee 
a year ago, in which he said, in regard to a certain bill then 
pending, that the House should “not permit doubts as to 
its constitutionality, however reasonable, to block the sug- 
gested legislation.” 

It appears to me that the New Deal party and its lead- 
ers stand for the proposition that the Constitution of the 
United States should not be permitted to block any legisla- 
tive program the President proposes and that it is the duty 
of the United States Supreme Court to yield its judgment 
to the presidential will; in other words, the Constitution is 
the President’s and he should have the power to suspend 
any of its provisions whenever they stand in the path of his 
legislative program. This doctrine is alien to American soil 
and utterly subversive of constitutional government. The 
Supreme Court said in the Milligan Case: (4 Wall. 2) 
“The Constitution of the United States is a law for rulers 
and people, in war and in peace, and covers with the shield 
of its protection all classes of men, at all times and under 
all circumstances. No doctrine more pernicious was ever 
invented than that any of its provision can be suspended 
during any of the great exigencies of government. Such a 
doctrine leads to anarchy or despotism.” 

In all countries and in all ages the first move of a 
would-be autocrat in public office, has been the attempted 
abrogation of the Constitution which curbed his powers. 
The first flagrant act of Charles I, in his ambition to obtain 
absolutism, was his attempt to seize with an armed force 
Pym, Hampden and three other members of Parliament who 
had denounced his claim to divine right. Charles lost his 
head. He was the first and last British king who ever at- 
tempted to enter into the British House of Commons or to 
encroach upon the Commons’ power. Since his tragic end, 
every British king has scrupulously respected these ancient 
fundamental rights which, whether written or unwritten, 
are known as “the British Constitution.” In 1852 when 
Napoleon III, as President of France, found the Constitu- 
tion of France standing in the way of his re-election, he 
declared that it must be revised. When the Assembly threw 
out his proposal for revision, he resolved upon the “coup 
d'état’ which made him emperor. One of the first acts of 
Hitler was to abolish the Weimar Constitution of the Ger- 
man Republic when he found it blocking his way to abso- 
lutism. Constitutions have ever been the sheet-anchors of 
human liberty. No autocrat or would-be autocrat has ever 
manifested any respect for them. 

Autocracy is always arrayed against democracy. Autoc- 
racy means the shackling of enterprise; democracy means 
personal freedom and economic liberalism. Wherever autoc- 
racy has prevailed, ambition has been suppressed and enter- 
prise discouraged. The era of Autocracy Ascendent was the 
Dark Ages of the world. Progress came only when thought 
was free and men unchained. Autocracies are barren of 
achievement. Every great invention has been a child of 

erty. Autocracies are like deserts, which by day absorb 


the energies of the sun and by night are bathed in the moon- 
light’s witchery but in turn yield neither fruit nor flower. 

The men who won our independence and established 
this Republic believed in the individual's ability to work out 
his own destiny. They repudiated the doctrine of paternal- 
ism and declared that with rare exceptions, individuals are 
their own best guardians and that the public weal is most 
advanced when property is privately owned and individually 
cared for. In the war-blurred record of the ages they had 
read of the curse of too much government. They believed 
in the unfettering of enterprise, and being statesmen, they 
regarded official competition with private business as not a 
legitimate function of government. They knew that the ad- 
ministration of public affairs often falls into the hands of 
ignorant, selfish and inordinately ambitious men and that 
the power of government for evil, when that power is ad- 
ministered by such men, is unlimited unless it is restricted 
by organic law. Our Constitution makers made it clear to 
the Chief Executive that he was not the master but the first 
servant of the nation. The Constitution, like the Deca- 
logue, contains numerous and emphatic “Thou shalt nots” 
and places far beyond the reach of any governmental inter- 
ference certain inalienable rights to life, liberty and the pur- 
suit of happiness. The most exalted position created was 
President and lest its occupant might sometimes be tempted 
to exercise ungranted powers, it is provided that before a 
President enters on the execution of his office, “‘he shall take 
an oath to preserve, protect and defend the Constitution of 
the United States.” The framers of that document re- 
garded an oath as something registered in heaven and as- 
sumed that no man so honored and so sworn would violate 
it. Abraham Lincoln said in 1864: “I could not take the 
office of President without taking the oath. Nor was it my 
view that I might take an oath to get power and break that 
oath in using the power.” 

No one questions that the Constitution may be amended 
in the manner it itself provides. This country has increased 
in population from 3,000,000 to 130,000,000. It has 
achieved a prosperity unparalleled elsewhere on earth and 
yet since 1798 there have been only eight permanent con- 
stitutional amendments and none of them conferred any 
power on the government to interfere with the liberty of 
American citizens in regard to industry, agriculture or the 
pursuit of their daily vocations. There are those in high 
places who, finding the Constitution standing in the path- 
way of their desire for power, speak lightly of proposed 
amendments to the Constitution as “a change in the rules.” 
The essence of our Constitution is not rules but principles 
which can no more be amended without fatal results to our 
form of government than can the Ten Commandments 
be amended without shattering the moral and social order 
of the world. To transfer to the central government at 
Washington—as those in federal authority are now attempt- 
ing to do—the power to regulate matters which are inher- 
ently for “home rule,” is to throw our entire mechanism of 
government out of balance. A proper balancing of units is 
as essential to the successful working of government as it is 
to the successful working of a piece of machinery or of the 
solar system. 

Many of us do not share in the view that the Constitu- 
tion is outmoded and that only on its wreckage can be built 
a new and beneficent order of society. The Constitution 
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has proved to be a citadel of human rights and a charter of 
economic liberalism. The American people must decide 
whether they will surrender this citadel and forsake this 
charter, and entrust their freedom and security to those who 
shall adminster the vast powers of a totalitarian state of 
130,000,000 human beings. May they deliberate well on 
this problem and not rush headlong into chaos! It is an old 
saying of sea-faring men that a ship which will not be ruled 
by the rudder will be ruled by the rock. 

The object of all government is the happiness of the 
governed. Before we decide on a totalitarian State, let us be 
reasonably certain that to govern 130,000,000 people from 
one central authority in Washington will promote the hap- 
piness of the governed. It is pertinent to ask, where on this 
earth and in all history has a totalitarian State promoted 
the happiness of the governed? Let us compare our realities 
not with socialistic or communistic or totalitarian idealities 
but with socialistic or communistic or totalitarian realities. 
Any one can promise and picture an earthly paradise created 
by law—a paradise where “brooks run wine and winds 
whisper music,” where want is abolished and human felicity 
is absolute. But where have such fantastic promises ever been 
performed? Where lies Utopia? It is indeed “the Land of 
Nowhere.” Is there any American who would prefer to live 
in Germany under the rule of Hitler, or in Russia under 
the rule of Stalin, than in the United States under the Con- 
stitution? During this depression there are millions of un- 
happy Americans, but from what other government could 
they obtain happiness? Millions of Americans are now poor, 
but from what government anywhere could they obtain 
wealth or plenty? They make no case against our long- 
established form of constitutional government when they 
point out that even here hardships and poverty still exist. 
One might as well indict the science and art of medicine 
because all human diseases do not yield to the physician’s 
skill. There are bodily ills which no medicine can cure and 
there are social ills before which all governments stand 
powerless. A great political philosopher said nearly three- 
quarters of a century ago: “Political enthusiasts and fanati- 
cal revolutionists impressed with the miseries existing under 
our present social arrangements and not regarding those 
miseries as caused by the ill-workings of a human nature but 
partially adapted to the social state, imagine them to be forth- 
with curable by this or that rearrangement. . . . Judge what 
would be the despotism of a centralized officialism, holding in 
its hands the resources of the community and having behind it 
whatever amount of force it finds requisite to carry out its 
decrees and maintain what it calls order! Jt is assumed that 
officialism will work as it is intended to work, but it never 
does. The machinery of socialism has to be framed out of ex- 
isting human nature; and the defects of existing human nature 
will generate in the one the same evils as in the other. The 
final result will be a revival of despotism.” 

Democracy descends to a dictatorship with ease. ‘Easy 
is the descent into hell,” wrote the foremost poet of the 
ancient Roman world. When Jefferson declared “eternal 
vigilance” to be “the price of liberty,” he was not indulging 
in mere rhetoric. ‘Those who attempt to convert democracy 
into autocracy always proclaim a benevolent intent. They 


carry the colors of high moral purpose and proclaim their 
The slide to a dictatorship is 
The Encyclopedia Britannica, 14th 


love for their fellow-men. 
always well “greased.” 
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edition, tells us how Napoleon III transformed himself from 
President to dictator. It says of him: “By various mea- 
sures such as subsidies, charitable gifts and foundations he 


endeavored to show that the idea of improving the lot of 


those who suffer and struggle against the difficulties of life 
was constantly present in his mind. His was the govern- 
ment of cheap bread, great public works and holidays.” His 
grandiose schemes brought ruin to his country. 

If someone answers that those who talk of possible dic- 
tatorship in this country are conjuring up “men of straw,” 
let us remind him that until the Supreme Court of the 
United States unanimously decreed the deportation of “the 
Blue Eagle” as an undesirable alien bird, we had right here 
in America 17,000 rules under the N.R.A. to regulate in- 
dividual conduct and 5,000 “laws” promulgated by the 
Executive, violation of any one of which constituted a crime. 
Over 500 persons were awaiting trials for violating these 
ukases when their promulgation was declared’ to be uncon- 
stitutional. The laws and rules of the N.R.A. covered 
10,000 printed pages. To enforce the 22,000 rules and laws 
of the N.R.A., 146,490 additional employees were put on the 
public pay-roll at a cost of $1,000,000 a day. The N.R.A. 
meant bureaucracy, and everywhere bureaucracy has meant 
despotism. In 1926 Calvin Coolidge said: “Bureaucracy 
has authority over everybody and is responsible to nobody.” 

When people find life’s burdens heavy, and long for 
political “messiahs,” there are always those who come for- 
ward, assume a prophet’s pose, claim to be divinely quali- 
fied, and begin to talk about establishing “a new social or- 
der.” Each proclaims his possession of legislative “keys’’ to 
the longed-for paradise of plenty, and the idea is popularized 
that government is something to live not under but on. With 
the counterfeit coin of especially glittering promises, some 
“magician” acquires the place of a statesman. He carefully 
avoids being called “dictator” for his ambition is not for title 
but for power. In South and Central America a dictator 
always retains his title of “President.” As mere “window 
dressing” the forms of free government serve him well. He 
has no objection to Congress meeting as long as it registers the 
presidential will. In Europe the title “Leader” satisfies one 
dictator while another bears only the modest title of “Sec- 
retary of the Communist Party” and is usually addressed as 
“Comrade.” To the cult of collectivism—Russia’s “new 
social order”—this “Comrade” has sacrificed not only bil- 
lions of dollars worth of property but also millions of human 
lives, thereby supplying history with another demonstration 
of the fact that such a thing as a “benevolent despotism”’ is 
impossible. The Nazi “Leader” of Germany has deprived 
hundreds of thousands of members of a race of the right to 
earn their daily bread. He has made them “outcasts” in 
the land of their fathers. He has oppressed the communi- 
cants of two great religions. He has outlawed a fraternal 
organization whose purposes are humanitarian and whose 
benefactions are world-wide. There is nothing so intoxicating 
as the wine of power. Somewhere in most human brains 
lurks that caveman inheritance, the spirit of intolerance. The 
“strong drink” of unrestrained power quickens this intolerant 
spirit into activity, as witness the scholarly Danton and the 
once tender-hearted Robespierre turned into terrorists by the 
intoxication of dictatorship. 

Arbitrary power always marks the end of liberalism— 
and true liberalism is civilization’s finest fruitage. Where 
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liberalism prevails every human being possesses all the per- 
sonal freedom which is consistent with the well-being of 
others, and there is a free press and freedom of speech and 
of assemblage and an utter absence of racial and religious 
higotry and intolerance. ‘The liberal regards law as the 
servant of justice and believes a sense of fair play to be one 
of the highest attributes of man. He can conceive of no 
master benign enough to make slavery attractive. He would 
confine government within the ambit of its legitimate au- 
thority for he knows that the progress of the race has been 
marked by the expulsion of government from areas of human 
activity where for centuries it was only an oppressive in- 
truder. Even in so-called “free governments’—i.e., those 
based on popular suffrage and majority rule—the most in- 
tolerable tyranny has resulted from attempted regulation of 
individual conduct in fields where government does not be- 
long and where it cannot efficiently function. It is always 
better to bear the ills we have than to fly to others which are 
The surrender of the liberty Americans 
have enjoyed since Independence was won and the Constitu- 
tion adopted would be a big price to pay for even certain 
economic security. It is too high a price to pay for a mere 
promise impossible of fulfillment and whose attempts to ful- 
fill it will lead to economic chaos and irretrievable industrial 
catastrophe. 

“We went successfully through other depressions without 
subverting the Constitution or forsaking sound principles of 
government and finance. When President Hayes took office 
in 1877, he described the industrial condition of this country 
as being then and for three years then past, one of “pros- 
tration.” He affirmed his faith that the way to recover lay 
in fidelity to time-tested principles of sound finance and 
sound government. He condemned an irredeemable paper 
currency. As President he practiced what he preached and 
neither indorsed nor indulged in any economic quackery. 
His successor, James A. Garfield, was able to say in his 
Inaugural Address in 1881, that “the prosperity which now 
prevails is without parallel in any history.” At the same 
time that President Hayes led this nation out of the 1873-79 
depression, he was able to reduce the national debt by 
$199,625,277. 

William McKinley took office in 1897 in the midst of 
a world-wide depression which the then Governor of the 
Bank of England characterized as “the most severe finan- 
cial disturbance of the century.” In his Inaugural Address, 
President McKinley said that “the best way for the govern- 
ment to maintain its credit is to pay as it goes.” He referred 
to the depression and declared that the best remedy for it was 
to decrease public expenditures, restore confidence and ad- 
here to the principles upon which the government was estab- 
lished. President McKinley, like President Hayes, practiced 
what he preached and in his Second Inaugural Address four 
vears later, his first words were: “When we assembled 
here on the fourth of March, 1897, there was great anxiety 
with regard to our currency and credit. None exists now. 
‘Then our treasury receipts were inadequate to meet the cur- 
rent obligations of the government. Now they are sufficient 
for all public needs and we have a surplus instead of a 
deficit. The congress just closed has reduced taxation by 
$41,000,000. Then there was deep solicitude because of 
the long depression. Now every avenue of production is 
crowded with activity, labor is well employed, and American 


ten times worse. 








products find good markets at home and abroad.” This 
nation thus entered the 20th Century after defeating a great 
depression without subverting or eroding the Constitution 
and without departing from the principles of sound finance 
and economic administration. Presidents like Hayes and 
McKinley did not attempt to castigate business into confi- 
dence. Confidence is something which has to be inspired. 

The American people’s objections to the enactment into 
law of the economic vagaries of unsound thinkers, their ob- 
jections to a financial policy of simple-simonism, their ob- 
jections to a dictatorial Government in which the law of 
force will gradually supersede the force of law, their objec- 
tions to extravagance and waste, do not mean that they ob- 
ject in the slightest degrce to the Government’s helping the 
poor and needy. Americans have never left the poor and 
needy to starve and the weak to perish, and they never will. 
Nowhere else in the world has there been such private and 
public humanitarianism as in these United States. But the 
American people do object to public funds being spent only 
partly for the poor and needy, and partly to make votes for 
political organizations, and partly to pay the high price of 
uncharted experimentation in Government. The typical 
American has never had a heart heedless of human suffering, 
but he has always had a head hardened to “hokum.” 

In our attempts to ameliorate poverty, let us not estab- 
lish policies which will make pauperism permanent. For 
one hundred and fifty years Americanism has been the world’s 
best way of life. Let us not in the night of depression’s 
gloom be lured from that way by “the will o’ the wisps” 
thrown up by the damps of fear to mislead the way-farer. 
As Herbert Hoover said in his great speech at Cleveland: 
“There are some principles that cannot be compromised. 
Either we will have a society based upon ordered liberty and 
the initiative of the individual or we shall have a planned 
society that means dictation no matter what you call it or 
who does it.” Under American democracy, with all its 
short-comings, human life is happier than under the best 
bureaucracy or the best dictatorship the world has ever seen. 
The economic liberalism guaranteed by our Constitution has 
opened avenues of opportunity for hundreds of millions of 
the human race. 

We Americans must not be entranced by seductive 
catch-words and permit unworkable panaceas to “tip the 
scales” against our heritage. Substance should never be sac- 
rificed for a vain hope, reality for an illusion. Spengler 
said: Bismarck was a statesman of the first rank because 
he practiced only “the art of the possible.” In other words, 
Bismarck understood the functions and limitations of man- 
made laws. People in distress over-estimate the omniscience 
of legislators and the omnipotence of legislation; in other 
words, they confuse government with God. Some of the im- 
possible measures now proposed in this country create only 
illusions of hope. They sap national vigor, put a premium 
on lethargy, anesthetize energy, atrophy enterprise, retard 
sure-footed progress, and, if they should be enacted into law, 
they would lead to a catastrophe as certain as the catastrophe 
which always ends the career of one who floats blithely down 
the Niagara River in a canoe, attentive only to the prospects 
on the shore. The progress of society depends on the main- 
tenance and development of human character. Under any 
order of society, life is a struggle, not a donation party. 
Theodore Roosevelt aptly said: “No education, no refine- 
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ments of civilization, can ever compensate a people for the 
loss of their hardy virtues.” 

I listened with interest last Sunday to the speech broad- 
cast from Cleveland by the father of the ‘““Townsend Plan.” 
His closing words were: “Better things are ours for the 
taking.” I was impressed with that word “taking.” It is 
a word quite different from the word “earning.” “Taking” 
ordinarily means a seizure or capture. The sentence I heard 
over the ether brought at once to my mind a statement the 
great economist, John Stuart Mill, made many years ago, 
that “it was the art of the demagogue to tempt the people 
into idleness by promising them a share in a fictitious hoard 
lying in an imaginary government strongbox supposed to 
contain all national wealth.” Wealth always vanishes when 
the energies and efforts of men and women are diminished, 
and nothing so saps human energy and palsies human efforts 
as the embracing of a false economic philosophy. 

The history of the English speaking peoples for nearly 
a thousand years is a record of warfare against the en- 
croachments of government. In Boston as early as 1689, the 
people threw into prison Governor Andros, the representa- 
tive of the British Crown, because he went beyond the 
bounds of sound government by his undue official interfer- 
ence with their individual enterprise. Webster said in his 
oration at Plymouth Rock in 1820 (quoting a Colonial his- 
torian): “During the open violences of the short reign of 
James the Second, and the tyranny of Andros, all the mo- 
tives to great actions, to industry, economy, enterprise, wealth, 
and population, were in a manner annihilated. A general 
inactivity and languishment pervaded the public body. Lib- 
erty, property, and everything which ought to be dear to 
men, every day grew more and more insecure.” The War 
for Independence was fought and the Constitution was 
adopted to make personal liberty and private property secure. 
The Constitution was drafted during a great post-war de- 
pression and if there were any legislative panaceas for de- 
pressions we may be certain that James Madison and Ben- 
jamin Franklin and Robert Morris would have discovered 
them and incorporated them in our organic law. They and 
their associates were liberals but their liberalism consisted of 
a passion for justice, a recognition of the equality of human 
rights, and an insistence on each individual’s personal free- 
dom so far as that was consistent with like freedom for oth- 
ers. They were liberals, too, in that they possessed a sensi- 
tive undertanding of human problems and a sympathetic ap- 
proach to such problems, seasoned with a profound knowl- 
edge of the true functions of law and its realistic limitations 
in curing social ills.) There was nothing in the Constitution 
they framed which recognized the existence of any warfare 
between human rights and the rights of property. They knew 
that humanity’s upward pathway was scarred with countless 
hard fights for the right to acquire and possess property, and 
so they provided constitutional safeguards for property 
against the spoliation of government. In these days when 
property is being confiscated in the name of “taxation,” when 
the savings of the thrifty are being confiscated in the name 
of “recovery,” it is gratifying to note that two-thirds of a 
century ago the Supreme Court of the United States, obedi- 
ent to its duty to uphold the Constitution, would not permit 
the Federal Government to confistate the property of Gen- 









eral Robert E. Lee, even in the name of patriotism. Though 
his home estate, “Arlington,” had been seized in time of 
great civil strife and made a national cemetery, the Supreme 
Court said in United States v. Lee, 106 U.S. 196: “Shall it 
be said that the courts cannot give a remedy when the citizen 
has been deprived of his property by force, his estate seized 
without lawful authority, without process of law and with- 
out compensation, because the President has ordered it and 
his officers are in possession?” The Supreme Court, acting 
in obedience to the prescriptions of the Constitution, answered 
that question: “No,” and applied the appropriate remedy. 


The ancestors of most of us came from the Old World 
to this so that they might by honest toil in mines and fac- 
tories and on farms, acquire property and hold it under the 
protection of a just government. No one ever better per- 
sonified the spirit of this Republic and no one ever had a 
more sincere regard for humanity than Abraham Lincoln. 
He said on March 21, 1864: “There should be no war 
upon property, or the owners of property. Property is the 
fruit of labor; property is desirable; is a positive good in 
the world. That some should be rich shows that others may 
become rich, and hence, is just encouragement to industry 
and enterprise. Let not him who is houseless pull down the 
house of another, but let him labor diligently and build one 
for himself, thus by example assuring that his own shall be 
safe from violence when built.” 


For a people while hungering for industrial activity to 
destroy property—to destroy their nation’s reservoirs of capi- 
tal—is a species of madness equalled only by that of a 
thirsty population destroying their city’s reservoirs of water. 
Capital may be destroyed by expropriation, or by confiscation 
disguised as taxation, or it may be paralyzed into utter inert- 
ness by legislative strait-jacketing, governmental competition, 
or administrative menaces. There is no wealth of individuals 
or of nations so secure that it cannot be disintegrated and 
destroyed by folly. Either individual or national success 
can be maintained only by faithful adherence to the habits 
which produced them. 

The appellation “liberal” is an honorable one. Many 
noble characters have worn it. But to qualify for that title 
one is not obliged to enlist in a crusade against the rights of 
property or to accept as a social therapeutic every proposed 
legislative cure-all which is sired by seductive hope and moth- 
ered by misty thinking. No one could challenge the genuine 
liberalism of that great statesman and jurist, the late Oliver 
Wendell Holmes. This man of vast experience and profound 
understanding declared: “I have no faith in panaceas or 
nostrums. For most of the things that can be called evils, 
the remedy is for us to become more civilized.” 


It is an anomaly of our time that many men calling 
themselves “liberals” are advocating measures which, if 
adopted, would destroy that liberty which has been every 
American’s birthright. In Europe 300,000,000 people, most 
of whom acclaimed what was then believed to be the success- 
ful termination of the war “to make the world safe for 
democracy,” are now living under autocracies. They have 
their “Caesars” while we Americans still have our Consti- 
tution. Let us guard it well and never barter it for a blue- 


print of a socialistic paradise. 
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Self-Reliance 


By COLONEL FRANK KNOX, Republican Nominee for Vice-President of the United States 
Acceptance address, Chicago, July 30, 1936 


ENATOR STEIWER, Fellow-Citizens: 
You have heard the eloquent words of that stal- 
wart statesman from our sister State of Oregon, 
Senator Steiwer. You have heard him convey to me the offi- 
cial notification of my nomination by the Republican party for 
the high office of Vice-President of the United States. You 
have heard his clear call to all citizens to join in a crusade 
for sound government in America. You have heard his 
friendly and flattering references to me. 

It becomes my privilege and my duty to accept this call 
to stérvice. I am deeply conscious of the personal honor that 
has been conferred on me by the Republican party. I am 
deeply conscious also of the responsibility that rests on me to 
bear this honor worthily. 

But I am, above all, conscious of the opportunity for ser- 

Even above and beyond my profound appreciation 
of the honor and the responsibility that have been given me 
is my appreciation of the opportunity to serve not my party 
but my country. 

It is customary in acknowledgments of this kind to 
avoid personal reference. Tonight, I am going to depart 
briefly from that custom. I am a working man. I have 
I began to work as a small boy in a small 
town in Michigan. ‘Throughout my life I have followed 
one guiding principle. That principle was to do as best I 
could the job that lay before me. 

That principle carried me into life and work in a fine 
New England town. It took me into difficult and responsi- 
ble work in the great city of New York. It carried me into 
the service of my country in two wars. It brought me to 
my work and my home in the great city of Chicago, the 
metropolis of a great State in a great Middle West empire. 

And I am moved tonight by a realization that in this 
crusade for the restoration of sound government in our land 
there is before me the greatest opportunity for service that 
has ever come to me. Long years ago I learned as a buck 
private the lessons of duty and of loyalty. In the years that 
have passed I have learned the equally important lesson that 
the greatest achievement of any man is service to his fellow- 
citizens. 

In this spirit of service I accept the call of my party. 
I pledge my loyalty to the principles of the Republican party. 
I pledge my loyalty to the policies laid down at the Cleve- 
land convention. I pledge myself to the principles of sound 
and honest government. 1 pledge my personal loyalty to 
that great Governor of a prairie State, the next President 
of the United States, the Hon. Alf Landon. 

It is no ordinary campaign that confronts us. It is no 
ordinary political choice that the country must make next 
November. In this Presidential campaign, as in every other, 
it is for the nation to decide whether the administration in 
office has performed its duty. 

There is always the question whether the administration 
in office has met its responsibilities honestly and fairly and 
wisely. There is always the question whether it has fulfilled 
the stewardship entrusted to it and earned thereby a re- 


vice. 


always worked. 





newal of its direction of government for four more years. 
In every election the people must decide whether they shall 
say: 

“Well done, thou good and faithful servant.” 

In this first and ordinary issue the present administra- 
tion is found wanting. It has failed to meet its responsibility 
for the orderly, economical and impartial administration of 
the affairs of the nation. More than three years ago the 
present administration took command of the American Gov- 
ernment. 

No administration in the history of the nation has had 
so glorious an opportunity. The country had already begun 
to emerge from the bottom pit of a grievous world depres- 
sion, caused by a calamitous World War. A sore and 
wounded nation needed pathetically a wise and far-seeing 
government. The millions of stagnant enterprises needed 
only the encouragement of sensible government policies to 
take on renewed life. 

A stricken agriculture needed only the encouragement 
of sound agricultural policies and wise legislative assistance. 
The timid beginnings of renewed investment needed only the 
encouragement of sound laws of banking and credit. The 
spirit of American enterprise, discouraged by vanished mar- 
kets and reduced consumption, needed only the encourage- 
ment of economy and moderation and helpfulness in gov- 
ernment. 

No administration in our history since Lincoln’s time 
has had so grand an opportunity to lend aid to a distressed 
people. 

The present administration in the Winter of 1933 had 
just one immediate responsibility to meet. That responsi- 
bility was to promote the little flame of recovery that had 
begun to burn in the summer of 1932, before the blessings 
of a New Deal were even imagined. ‘The present ad- 
ministration had just one job to perform. That job was 
to carry out a program that would enable American enter- 
prise to put 12,000,000 unemployed back at work, 12,000,000 
men and women workers who were the unhappy and helpless 
victims of a world depression for which this nation was not 
responsible. 

The present administration had just one moral obliga- 
tion to keep. That obligation was to fulfill the solemn 
promises of economy and moderation with which it lured the 
people in the campaign of 1932. 

How did it meet that responsibility? How did it do 
that job? How did it keep that moral obligation? From 
the day that it took office it embarked on a series of hysterical 
experiments on the economic life of a burdened people. 

At a time when universal cooperation was a necessity 
it initiated a campaign of abuse and vilification of business 
men. At a time when the credit of the country should 


have been strengthened it inaugurated a policy of credit 
adulteration and currency experiment that demoralized for- 
eign trade and frightened domestic finance. 

It set up a system of regimentation of industry that re- 
By coer- 


duced production and prevented re-employment. 
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cion of Congress it forced the passage of reform measures 
so recklessly drawn that they hamstrung the revival of enter- 
prise and paralyzed the renewal of investment. 

It installed a regimentation of agriculture that destroyed 
food and reduced foreign markets and increased the cost of 
living and multiplied the expense of relief. 

At a time when private industry was struggling des- 
perately for a new start it set up governmental enterprise 
to compete with private business. At a time when the bur- 
den of taxation was already hard to bear it embarked on a 
policy of squandering public funds and increasing the weight 
of taxes. 

At a time when united effort and mutual good-will 
would have completed recovery it promoted sectional hatred 
and class strife. At a time when returning business confi- 
dence was ending depression it began a campaign to terrorize 
business and subjugate the banks. 

At a time when confidence in the character of gov- 
ernment was vital, it established a spoils system. At a time 
when the economic system was worn and emaciated it per- 
formed major surgical operations upon the industrial body 
to see what was inside. It adopted an economic philosophy 
of scarcity and forced it upon a hungry and distressed 
people. 

The present administration ignored its responsibility, 
failed in its job, defaulted in its obligation. I do not need 
to tell you the results. The inevitable recovery could not be 
permanently blocked by governmental error. It is still on 
its way. But it was retarded and discouraged. And we 
slowly emerge from its thralls with the menaces of govern- 
mental insolvency and nondescript currency and business dis- 
turbance shadowing the future. 

You see the results in the fourth year of mounting 
deficits, in the chaotic condition of our currency, in the 
bloated reserves of our banks, in the swollen expenditures 
for relief. Above all, you see the results in the millions 
still unemployed. 

I charge the present administration with delaying re- 
covery in the United States and in the world. I charge the 
present administration with responsibility for the ten millions 
still unemployed. 

It would not be truthful to say that all the measures 
of the present administration have been failures. In the 
mad whirl of economic experiments there have been a few 
sound and desirable measures of regulation. That must be 
freely conceded. But in the major measures of recovery 
and in the task of administration it has failed completely. 

It has not kept faith with the nations. It has not ful- 
filled the duties of its stewardship. On this one issue, that 
it has not conducted the affairs of government efficiently and 
economically, it should be condemned and rejected by the 
people. 

This endless succession of interferences and experiments 
was inaugurated under the deceptive slogan of a New Deal. 
This policy of government by guess, officially explained by 
President Roosevelt as founded on a philosophy of try any- 
thing once, was initiated under the title of economic plan- 
ning. No one of its proponents has even been able to define 
the New Deal or to explain what it is aimed at or where 
it is going. No one of them has been able to make clear 
what the economic plan is. 

It began with a proposal for a belt of trees in a terri- 





tory that nature had decided should not have trees. It is 
ending with the use of public funds to conduct classes in tap- 
dancing. No one can explain the New Deal, or economic 
planning, but every one knows what came from it. 

The major measures were the NRA, the AAA, the 
PW’A, the CWA, the WPA and devaluation .of the dollar. 
Such measures are not new. They were old in history before 
America was discovered. They failed in Babylon and Rome 
and England centuries ago. Not one of these New Deal 
measures is mentioned in the 1936 platform of the Demo- 
cratic party. There is no reference to the fate of these 
strange experiments. There is no reference in all that plat- 
form to the New Deal or to economic planning. 

But in this omission they are entirely consistent. There 
was no mention of them in the 1932 platform either. They 
are a strange interlude between the solemn promises of the 
1932 platform and the vague generalizations of the 1936 
platform. 

It is constantly asserted that the Republican party has 
always stood for a strong Federal Government. The asser- 
tion is correct. It still stands for a vigorous Federal author- 
ity. But it advocates this authority within the limits set by 
the Constitution. 

It has always exercised that authority by legislation 
constitutionally passed and constitutionally executed. It 
always will. It has always exerted that authority without 
passing the boundaries of States’ rights and iocal self-gov- 
ernment. 

The Republican party recognizes that changing social 
and economic conditions call for increased Federal activities. 
But it always insists that such new activities shall be legal- 
ized by proper constitutional amendment. It always’ will. 
It approves the horse-and-buggy method of changing the 
Constitution, and it disapproves a philosophy that laughs at 
the horse-and-buggy method and wants to use only the buggy 
whip. 

It condemns the abuse of Federal power to invade 
local rights. It does not believe in putting a New Jersey 
pants-presser in jail for charging less than the amount dic- 
tated by a board in Washington. It disapproves a govern- 
ment of men instead of a government of law. It prefers a 
government guided by constitutions to a government guided 
only by caprice. 

The Republican platform of 1936 lays down in simple 
language the program of Federal regulation and legislation 
to which it commits itself on many issues. Where the spe- 
cific program is not definitely outlined the details will be 
presented in the coming campaign. On certain matters 
Governor Landon made the issue clear in his telegram to 
the Cleveland convention. In his acceptance speech one week 
ago he presented specific policies in reference to other im- 
portant issues. 

Whatever concrete measures the Republican party has 
in mind will be presented to the voters before election, not 
after. And whatever measures the Republican administra- 
tion may urge upon Congress, not one will flout the Con- 
stitution of the United States. Not one will violate the ob- 
ligation of contracts. Not one will break a promise. 

I have already said that this is no ordinary campaign. 
On the mere issue of efficiency in administration the present 
government stands convicted of failure. But there is a 
larger issue, an issue that goes to the heart of American life. 
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It is the issue of the kind of economic system the American 
people will live by. 

For more than three years the economic life of the 
country has been at the mercy of a crew of amateur experi- 
menters, hacking at the vitals of American industry, agri- 
culture, commerce and finance. Driven by a fanatic impulse 
to shape our economic structure to their fantastic designs, 
they have usurped the powers of Congress, insulted the au- 
thority of the courts, invaded the powers of the States and 
undermined the institutions of local self-government. 

As one experiment after another has ended in ignom- 
inious failure or repudiation by the courts, new experiments 
have been attempted, from laws to put producers of pota- 
toes in jail, to proposals to cut Florida in two. Driven to 
desperation by failure, the present administration under- 
took to gamble with fate. Realizing that recovery was in- 
evitable, in time, it undertook to overcome the depressing 
effects of its exeriments by an artificial prosperity to be cre- 
ated by the squandering of public funds. 

It is now a race between the exhaustion of Federal 
credit and the coming of natural recovery. It is a race be- 
tween inflation and the revival of normal business activity. 
The race is not yet decided. 

The fundamental issue is now clear. No one can de- 
fine the New Deal or even describe it. But we know what 
it means. It means Federal control over local business, over 
local bank credit, over local wages, over local conditions of 
work. It leads to Federal regimentation of the labor, the 
business and the home of every American citizen. 

It leads to price-fixing and production control by Fed- 
eral authority. It leads inevitably to the extinction of the 
small business man, to the end of free enterprise in America. 

There is no half-way house in which American enter- 
prise can take shelter. The coercive control of bank credit 
leads unavoidably to control of investment and that leads 
to the end of competitive industry and free enterprise. The 
country must choose between the regimentation of the eco- 
nomic life of a hundred and thirty million people by poli- 
tically appointed Federal bureaucrats and the continuance of 
the American system of free enterprise under a government 
of constitutional powers. 

It is not a question whether Federal regimentation of 
the economic life of a great nation can be successful or not. 
It is the verdict of history, from Diocletian in Rome to 
Mr. Roosevelt in Washington, that no one man can success- 
fully guide the course of industry for a great nation. 

All the major New Deal experiments have ended in 
failure and economic loss. There are known and true prin- 
ciples of economic life. There are, for that matter, com- 
petent economists, if you will look for them outside of Wash- 
ington. There are limits to the ability of government to 
regiment the economic life of a people. When it blindly 
passes these limits, it does not encourage industrial produc- 
tion; it destroys it. 

Such interference always encounters a drouth or some 
other force beyond the control even of a New Dealer. There 
are limits beyond which Federal regimentation should not 
go, even if it could be efficient. When it passes these limits 
it destroys personal initiative and individual liberty. 

The American people do not want Federal regimenta- 
tion of their economic activities even if it could be efficient 
and fair. As Al Smith has expressed it, the American people 





do not want a dictator, not even if they could get a good one. 

Here we have the issue that must be decided next No- 
vember. It is whether the American people shall have an 
orderly and economical government recognizing the limita- 
tions of Federal power or a government determined to re- 
organize the American economic system by experiment. 

We know what the decision will be. The people want 
recovery, not rhetoric. They want economy, not waste. 
They want work, not relief. They want cooperation among 
the partners in production, not industrial strife. They want 
order in economic life, not an occasional breathing spell. 
They want dignity in government, not a merry-go-round. | 
They do not believe that all bankers are scoundrels, that all 
employers are exploiters, that all business men are motivated 
by greed, that all working people are victims of oppression. 
They do not believe that the American system was a failure 
until the New Deal came along to save it from its sins. 

They do not believe that American industry is a jungle 
of cut-throat competition dominated by entrenched greed. 
The people know that with the election of a new admini- 
stration next November the dammed-up forces of recovery 
will burst forth in a magnificent prosperity. 

The American people know that in man’s long and 
troubled journey through the ages he has faced flood and 
famine, pestilence and drouth, conquest and slavery, tyranny 
and injustice, poverty and depression. They know that he 
has overcome these savage enemies through his unrelenting 
determination to work out his own economic salvation. 

Poverty and insecurity are not yet exterminated in our 
land. Economic hardship and economic injustice are not 
yet eliminated. But in the United States, in the last hun- 
dred years, the American people have come nearer to these 
goals than any other people anywhere in history. Brave 
pioneering and hard work and patient saving have made this 
the richest and fairest civilization in history. It has not been 
made by sleight-of-hand tricks. 

With the American system preserved, we shall in due 
time have a free people, living in plenty and security, with- 
out exploitation or destitution. The American people are 
not going to surrender this prospect to the regimentation of 
visionaries and amateur economic planners. They are not 
going to exchange our economic system for the rainbow mil- 
lennium of political magicians. 

The President has recently told the American people 
that they have a rendezvous with destiny. As I understand 
the term, a rendezvous is a date. What is this rendezvous? 
Under present conditions, the most likely rendezvous is with 
a receiver for the Treasury. 

After the acceptance by the people of the promises of 
the 1932 platform, what unexpected rendezvous did the peo- 
ple have? They had a rendezvous with the NRA. They 
had a rendezvous with Farleyism. They had a rendezvous 
with the tax collectors. The American people want no ren- 
dezvous with a destiny plotted on blueprints in a Washing- 
ton office. When they have a date with destiny they want 
to know what the lady looks like. They want to have a 
word to say about it. 

The issue before the country is the preservation of free 
enterprise. On this issue the Republican party appeals to 
the whole people. It appeals to the millions of sincere Demo- 
crats who have been outraged by the appearance of un- 
American practices in the garb of ancient Democratic prin- 
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ciples. It appeals to the millions of thrifty and hard-work- 
ing people whose patiently accumulated savings in life in- 
surance and savings accounts are jeopardized by the reckless 
spending of the present administration. 


It appeals to the millions of business men who have for 
years faced the adversities of depression and are now facing 
the regimenter and the taxgatherer. It appeals to the real 
forgotten men and women of the nation, the millions of 
workers in agriculture and personal service and small enter- 
prise who have been ignored in all the pretense of social 
legislation of the New Deal. 


It appeals to the women of America, who have borne 
the hardest blows of depression and unemployment and now 
face the problems of household management under a rising 
cost of living in an economy of scarcity. 


The Republican party does not promise to solve all 
these problems that you face. It has no patent nostrums to 
cure every economic ill. There is no royal road to the solu- 
tion of all our economic problems. But the Republican party 
does make certain promises. It does promise a fair and 
honest government. It does promise that this government 
will be as economical and efficient as it can be made. 


It does promise to make every effort to install sensible 
and practical measures to help in the solution of the prob- 
lems of trade and industry and agriculture, the problems of 
poverty and insecurity. Above all, it promises you that in 
its efforts to aid in these problems it will not prevent you 
from trying to work out your individual and personal prob- 
lems for yourselves, with your own ambitions, your own en- 
terprise and your own energies. 


Through the 2,000 years of Christian civilization the 
price of progress has been sacrifice. Three hundred years 






ago our forefathers could have purchased safety, but at the 
price of liberty. They could have remained safe in England 
and left the New World to be conquered by others. The 
men who signed the Declaration of Independence could 
have lived safely as colonists in the British Empire, but not 
as free men. Seventy years ago our fathers could have 
avoided civil war at the price of a disrupted Union. They 
all preferred sacrifice to safety. 

Again we reach a point where the blazes along the trail 
run out. Two ways lie ahead. One lies along the appar- 
ently easy valleys of a regimented society, maintained by a 
paternalistic government which falsely promises to provide 
its subjects with a security that men were wont to purchase 
in the past by their own efforts. The other lies along the 
rugged heights of self-support, self-government and self- 
respect. 

Which will we choose? We know the path our fathers 
chose. More often than not, the right way of life is not the 
easy way. Because we have always taken the self-reliant 
way, the self-respecting way, American character has 
emerged as our greatest national asset. 

Take from us every vestige of 300 years of progress, 
leave only the raw materials that God placed here, give us 
the American character, and we would swiftly reconstruct 
here a civilization as great as that we have today. America 
is too young, too vigorous, to be deceived by false promises 
of an easy way. 

And so I preach to you the doctrine, not of the soft and 
spineless kept citizen of a regimented state, but of the self- 
respecting and self-reliant men who made America. Which 
way shall we go? The answer is in your hands. I know 
what it will be. Next November you will choose the 
American way. 


The Stock Exchange and the 
Public Welfare 


By CHARLES R. GAY, President, New York Stock Exchange 
University of Virginia, July 7, 1936 


stage where dealings in securities play their parts in 

the economic drama, he cannot proceed very far with- 
out considering the market mechanism. That is because the 
market machinery—its organization—has a great deal to do 
with ‘the mobility of capital employed in securities; it has 
much to do with the interchange of ideas among investors 
and speculators; it facilitates the flow of savings; and other- 
wise contributes to the public convenience and welfare. 

In order to group my thoughts within a definite range I 
shall, for the purposes of this discussion, examine the mech- 
anism of the New York Stock Exchange alone. The market 
afforded by this Exchange is the one with which I am most 
familiar. It is the nation’s primary, organized securities 
market, and its services extend out into the widest reaches 
of the public good. The history of the New York Stock 
Exchange is an open and continuous record for more than 
a century, and in the story of its evolution is written the tale 


| \ ROM whatever direction the observer approaches the 


of the industrial and transportation growth of this country 
of ours. Moreover, the Exchange supplies a world market 
in the full sense of the word. The welfare of many peoples 
around the globe is, in one way or another, served by the 
New York Stock Exchange. 

The physical facilities of the Exchange—the great trading 
floor where brokers, representing buyers and sellers, meet— 
the tickers, carrying current quotations to all sections of the 
country—telephone and telegraph bringing the entire civilized 
world within instant communication of our primary market 
for securities—these are all equally available to individual in- 
vestors, to speculators, to executors of estates, to banks and 
other institutions. A market organization, in order to per- 
form its natural functions, must at all times be effective in 
service to a legion of different kinds of buyers and sellers, 
and I do not hesitate to assert that the New York Stock 
Exchange is unsurpassed in the details of its services by any 
similar organization anywhere. 
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Upon this point I am referring primarily to the physical 
aspect of stock exchange service; but I would go further than 
that. Through natural evolution, which has resulted in mak- 
ing the New York Stock Exchange the primary market for 
$90,000,000,000 of stocks and bonds, physical service has 
developed parallel service that may be called personal to a 
highly refined degree. The organization of such a market 
as one finds upon the Stock Exchange provides a place where 
buyers and sellers of securities may easily be accommodated, 
where prices may readily be arrived at through broad com- 
petition and brief negotiation; a free and mobile market be- 
cause participants, wherever they may live, have equal op- 
portunity in exercising their opinions about prices and in 
having their needs fulfilled. 

This characteristic of the market, which might appro- 
priately be described as frictionless exchange, may be empha- 
sized through contrast. Compare, for example, the transfer 
of title to a Virginia farm with the purchase of 100 shares 
of American Telephone & Telegraph on the New York Stock 
Exchange. The seller of the farm, after seeking (almost 
hopelessly at times) the person in the wide world who would 
pay him the asked price of $17,000 for his farm, finally 
agrees to sell it to a neighbor for, shall we say, $15,000. 
Lawyers for both buyer and seller draw up an agreement, 
the title is searched, and finally, to the accompaniment of 
formidable looking legal documents, the ownership passes 
from seller to buyer with the payment of a brokerag> fee 
of from 2% to 5 per cent, fees for search, registration, and 
what not. 

Now suppose that a similar amount of “friction” were in- 
volved in the assembling of each $15,000 for the American 
Telephone & Telegraph Company. Suppose the company 
similarly had to seek out in the world’s highways and bywavys 
individual buyers for its securities. I ask you to imagine, 
under such difficulties of financing, what our telephone service 
would be today; to imagine the delay in development and 
equipment due to the friction in the bearings of the machinery 
of securities distribution. 

Instead of having to overcome this archaic marketing pro- 
cedure, which now obtains in real estate substantially as when 
the Dutch bought Manhattan Island from the Indians, the 
American Telephone & Telegraph Company stood in the 
presence of the investing power of the world mobilized on 
the floor of the New York Stock Exchange. Thanks largely 
to this facility, the management of the American Telephone 
& Telegraph Company was enabled, in the thirty years from 
1901 to 1931, to sell 11,390,000 shares of capital stock in 
twelve separate offerings of stock at par, thus providing 
well over a billion dollars for useful, constructive purposes. 

I cite this contrast and instance the financing of the capital 
needs of the American Telephone & Telegraph Co. to illus- 
trate the importance in industrial development of mobility 
of capital, of constant interchange of ideas about prices, 
and of freedom of participation in the market which is pro- 
vided by the Stock Exchange. 

But before leaving our contrast let us carry it one step 
further by comparing the difficulties of selling real estate 
with the ease with which an individual holder can dispose 
of his listed securities. Anh individual owner of 100 shares 
of American Telephone & Telegraph has but to instruct his 
broker to sell his stock and the thing is done. He has found 


with minimum trouble and expense the one buyer who is 
prepared to pay him the highest price for his property. 

These are the larger aspects of the services of the Ex- 
change. We must not lose sight of them in our efforts 
and determination to stamp out controllable abuses. And at 
this point let me say that I would be less than candid if I 
failed to admit that there are evils of speculation which 
naturally creep into a frictionless market. We must, how- 
ever, bear in mind the truth of the pronouncement of the 
eminent French Economist, Leroy-Beaulieu: “But the evils 
that speculation prevents are much greater than those it 
causes,” and be on our guard lest in our zeal to protect the 
few, we shackle a great and necessary agency. 

To no small extent the industrial power and the speedy, 
economical transportation of our country exist today because 
the essential freedom of the securities market has not been 
impaired ; because through the decades the services encourag- 
ing mobility of capital and market freedom have constantly 
been improved. Let me again refer to the $90,000,000,000 
of security values upon the Stock Exchange; they are not 
there by the mandate of any group cr because of the will of 
any particular interest. Before these values, centralized 
upon a single market, could be attained, a great many things 
had to happen. 

We can start from the beginning, when there were no 
railroads, no steamships, no power looms, no factories at all 
in this land—no telegraph or telephone, to say nothing about 
the automobile and the radio. Steel shapes were not made 
in this country until 1820. Axes and chisels were first manu- 
factured commercially between 1825 and 1830. Industry, 
as we consider industry, existed only in a crude form until 
well along toward Andrew Jackson’s administration. It is 
fair enough to say that organized industry has been an in- 
tegral part of America for only a hundred years. 

And yet the evidences of industrial growth, with all its 
allied expansion of transportation and communication, as 
vested in securities upon the New York Stock Exchange 
alone are now appraised at ninety billions of dollars! That 
total is equal to more than one-fourth o¢ the estimated wealth 
of the United States. How did the creation of these quoted 
values occur? Did this creation occur solely because men 
worked hard and used their brains, because a new country 
attracted more and more men, because abundant natural re- 
sources were begging to be utilized as men became more and 
more capable of using their brains and invented various ma- 
chines to the glory of their brain power? No, not these fac- 
tors alone. A man may be capable of doing prodigious things, 
but if he has not the tools to work with he can do very little. 
A man may have a great invention drawn up in his mind in 
minute detail and put a picture of all its parts upon drafting 
paper and it will come to nothing unless something more 
be added to it. A man may own a thousand acres of the 
finest hard-wood timber in the world but his possession will 
remain merely as trees unless something be added to it. 
That something is capital—capital usually drawn from the 
savings of the multitude to one focal point where it may be 
applied to the purpose in hand with intelligence. With power! 
With vision! 

I was impressed the other day by an illustration which Mr. 
W. J. Cameron, of the Ford Motor Company, had used. 
Mr. Cameron was quoted as saying that the Ford Company 
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was obliged to provide $2,008 of land and buildings, $2,670 


of machinery, and $665 of raw materials to keep an average 


worker gainfully employed. In other words, more than 
$5,000 of capital is required to supply the tools for each 
worker. The point is that capital is as essential to the pro- 
ductive process as labor and materials. 

Any medium that aids in harnessing nature to man’s work 
and assists in converting materials into objects and services 
for man’s advancement, comfort, and convenience may be 
considered as rendering a vital service to the public. There 
can be no debate upon that point. And when we look around 
us, in our own homes, our factories, our schools and uni- 
versities, we Cannot escape amazement at times because de- 
velopment of our country in very many directions has been 
so rapid; a development made possible by the free flow of 
capital into channels of speedy and intelligent utility. This 
flow of vitalizing capital has been furthered by the facilities 
of stock exchanges to the benefit of the public. 

And this thought leads me back again (and it cannot be 
repeated too often) to the necessity of a broad view of the 
market, a view which emphasizes its major services for the 
greatest good to the greatest number as contrasted with the 
narrower, myopic view which conjures up or magnifies its 
possible evils. 

We have ever before us the abortive attempt of the Im- 
perial German Government in 1896 to legislate certain types 
of trading off the Bourse. The effect was so to restrict the 
market that buyers and sellers carried their business to Lon- 
don, Amsterdam, Paris, and New York. It is axiomatic that 
the greater the number of competitive buyers and sellers the 
better the market. Any undemocratic measure which arbi- 
trarily excludes people from the market to that extent im- 
pairs its usefulness to the nation which it serves. 

Granted the desirability of utmost freedom and access to 
all legitimate buyers and sellers, it is fair to ask, “Does the 
New York Stock Exchange really supply anything more than 
lip-service to the ideal of a freely mobile market wherein 
uninfluenced, legitimate competition shall be the determining 
factor in establishing prices?” To supply an answer to this 
question, which is asked frequently by many people, I need, 
without begging the question, to consider several hypothetical 
suppositions that might operate against mobility of business 
and free competition. One would be that the Stock Exchange 
is, itself, interested in stocks and bonds dealt in on the floor. 
Another would presuppose that persons directly participating 
in the management of the Stock Exchange could use their 
authority at times for purely selfish purposes. A third could 
be a situation arising in connection with dealings in a par- 
ticular security in which the issuing corporation would have 
a voice in establishing an artificial value for the security. 
I could mention other theoretical contingencies which would 
involve the Stock Exchange, or its management, in some 
postulated phase of a control over prices made upon the floor, 
but these will suffice. They would, in general application, 
cover a wide field, and they can all be answered in a single 
reply. 

It surely is unnecessary to remind this audience that the 
New York Stock Exchange neither buys nor sells securities. 
Its only interest in the business conducted upon its floor 
is to see to it that just and equitable principles of trade are 
constantly, unswervingly adhered to; thus the Stock Ex- 





change’s attitude otherwise is entirely impersonal and dis- 
interested as far as prices are concerned. Any impartial ex- 
amination of the Exchange would prove the truth of these 
declarations. I cannot say too often that a stock exchange 
is merely a market place, provided to facilitate buying and 
selling of securities, under prices arrived at through broad 
competition, with expedition and economy. If any stock 
exchange went outside these bounds of utility, it not only 
would soon cease to serve the public interest but would, 
itself, cease to exist. 

Now, there is probably nothing more interesting to the 
public, and nothing more significant about a stock exchange, 
than the way prices are arrived at. It is largely because of 
an extensive misapprehension of this process, I think, that 
stock exchanges come in for a great deal of public criticism 
at times when quotations are fluctuating downward. Through 
this misapprehension, too, arises the supposition adhered to in 
some quarters that stock exchanges, themselves, have a part 
in setting prices. 

Let us assume that buyers and sellers of a particular stock 
act at practically the same moment in placing orders with 
their brokers. Even though an order originates in Berlin, 
or Copenhagen, or Cape Town, or Shanghai, it will reach 
the floor at about the same time that another order to buy 
or sell arrives from Chicago or San Francisco, or from an 
office in New York just around the corner from the Stock 
Exchange. The orders flow to the same location on the floor 
of the Exchange wherever they come from; they may be 
limited to several different prices or they may carry in- 
structions to be executed at the market, meaning, as the case 
may be, at the highest bid or the lowest offer that is avail- 
able. They may comprise a dozen different ideas about 
prices. They provide room for bargaining and the bargain- 
ing proceeds. When buyer and seller come to terms a 
transaction takes place and the resulting price and volume 
or extent of the transaction are instantly published on thou- 
sands of tickers throughout the country. 

Late last year the thought occurred to me that it would 
be interesting to ascertain from what cities orders originated 
which met the orders of my own firm on the floor of the 
Exchange. I selected 48 easily identifiable orders in my own 
office, and wrote to the firms which, as buyer or seller, had 
taken the other side of the transactions. The answers were 
illuminating and interesting and disclosed that less than 
one-half of the complementary transactions were effected by 
other members for the account of persons residing in New 
York City; California, Pennsylvania, and Ohio accounted 
for four each; the remaining domestic transactions were for 
accounts located in Massachusetts, New Jersey, Delaware, 
Maryland, Virginia, Michigan, Illinois, Missouri, and Okla- 
homa. I found, too, that one of these orders originated in 
Amsterdam, Holland; three in London, England; one in 
Edinburgh, Scotland; and one in Montreal, Canada. 

These random figures emphasize the international char- 
acter of the market place in the price making process. The 
market does not fix security prices. It promotes complete 
freedom in the expression of values and of judgments by those 
who wish to buy or sell. 

The mart furnishes superb mechanical facilities through 
which prices may be established by the normal operation of 
supply and demand. It acts as an arbiter in the application 
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of trading rules designed to promote fair and equitable prin- 
ciples of trade. 

The fiction, erroneously accepted by many people, that 
the Exchange fixes prices, has caused an infinite amount of 
mischief. Clearly if the Exchange fixed security prices the 
public would be entirely justified in charging against us the 
unsatisfactory price levels which prevailed during the years 
of the depression. 

The place and the opportunity for buyers and sellers to 
get together for an exchange of ideas about price, and to 
act upon decisions voluntarily arrived at, are provided to 
the fullest extent by a stock exchange. For the purposes 
of this discussion, I think they are the elements calling for 
consideration. And out of them arises a thought of primary 
importance to a free market and to the public welfare. That 
has to do with true flexibility of a market, and in turn with 
liquidity—the right of an investor or speculator to a market 
which will permit him to get the fairest and best prices ob- 
tainable when he sells, the lowest prices when he buys, but 
also the freest opportunity to do either as best serves his 
needs. 

In preparing for this meeting, it struck me that there is 
in what I have just said a feature of considerable interest 
to this audience. The matter of liquidity, providing free 
scope to the ideas and the action of buyers and sellers. So I 
had some research done which, besides depicting actual events 
in the market on the Stock Exchange, might also throw some 
light upon results in a group of stocks where trading was 
unquestionably active, and in another where transactions 
were less active. I do not need to say that the public interest 
ins securities is the principal and responsible force which 
creates greater activity in some stocks than in others. 

I had two records made up; one consisting of the five 
most active stocks traded in on the New York Stock Exchange 
during 1935, the other comprising five extremely inactive 
stocks. The total turnover last year in the five active issues 
was 31,343,000 shares, while that in the other group was 
only 443,800 shares. 

In the former roster, it is evident that market flexibility 
and security liquidity were present; the volume indicated 
that buyers could fill their orders easily and that both buyers 
and sellers were able to “turn around” without difficulty, 
even though they might have large orders to execute. In the 
latter, the relatively small turnover revealed patently the 
existence of a plain lack of public interest. We may take 
a few moments to see what happened to prices in the two 
groups, and to draw some deductions from the price move- 
ments. 

The upward range in price over 1935 was calculated as 
a. percentage of the lowest price; and as was to be expected, 
the more active issues relatively gained more in price than 
the less active ones. A simple mathematical average of the 
percentage gains in price made by the stocks in each group 
revealed a price appreciation of 186 per cent for the group 
of active stocks above their low levels of the year, and of 
46 per cent for the inactive group. 

From the often popular angle that snap-judgment uses in 
looking at figures of market volume, it might be presumed at 
this point that arrant speculation was reflected in the price 
changes of the active group. Such a presumption would be 
accompanied by another to the effect that the less active group, 


being far more “stable,” was little affected by speculation. 
But to prove that this was the case, it would be necessary 
to reveal that the more deliberate and least extensive rise 
of the inactive group reflected the stability hinged upon in- 
vestment values and the public estimation of these values. 

Investment values, of course, are determined in case of 
stocks principally by earnings, demonstrated earning power 
and asset worth. In a report made a few years ago by an 
endowed research institution, investment and speculation were 
discussed, and it was asserted that “excessive speculation... 
creates an artificial interest and higher prices.” As a blanket 
proposition a student of market phenomena might find merit 
in this conclusion, but let’s see what happened in the case of 
the stock groups under discussion. 


The earnings per share of the five companies in the active 
group were, on the average, 202 per cent greater in 1935 
than in 1934. Those in the inactive list had earnings only 
8 per cent more in 1935 than in 1934. In summary: the 
active stocks had an advance of 186 per cent in price and of 
202 per cent in earnings; the inactive stocks had an advance 
of 47 per cent in price and 8 per cent in earnings. 

It could hardly be said that an “artificial interest,” created 
by “excessive speculation,” supplied the dominant price pro- 
pulsion of the active stocks, unless the theory of investment 
is to be thrown overboard. There was reasonably close 
parallel between price rise and the rise of earnings. The 
main theme in which we are interested, however, has to do 
with other phenomena of the record. It would appear that 
while buyers and sellers of the active and inactive groups were 
supplied with the means for a broad exercise of their ideas 
about price, the holders, and those about to become holders 
of the stocks in the active group, took broader advantage of 
our market facilities; and proper market facilities are the pri- 
mary consideration in the public welfare. 

Another deduction permitted by the record is that in a 
free, open, and continuous market, public participants in se- 
curities can apply their knowledge and the results of their re- 
search into values to the advantage and protection of their 
savings which are lodged in securities. This thought might 
be considered from another point of view. A free market 
for honest securities, backed by strong assets and earning 
power, facilitates the acquisition of capital by corporations. 

If I were here for the purpose of “selling” the New York 
Stock Exchange to you, I could probably present a strong 
testimonial about the efficacy of stock exchanges in drawing 
new capital together for the days of reconstruction lying 
ahead of us. But the only reason I stand before you is to 
outline some of the elements which are emphasized in stock 
exchange service for the public well-being. 

The services of and the methods of conducting business 
on stock exchanges have attained their present effectiveness 
through evolution and experience; the experience of the 
public as well as of brokers. Should events produce any im- 
pairment of present, highly-geared and smoothly working mar- 
ket equipment and practices, I am certain that not much time 
would pass before the public made its dissatisfaction felt in 
positive ways. The users of market facilities, whether they 
be investors or speculators, are looking to those of us who 
have the responsibility of stock exchange management for 
continued vigilance against any impairment of service and 
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of other vital elements which affect investments in securities 
and the opportunity to exercise free judgment. 

This impression, I am sure, is shared by everyone who car- 
ries any degree of responsibility toward the maintenance of 
free markets. I feel that I may speak for the New York 
Stock Exchange in this connection, and by reason of events of 
the last eighteen months, I am sure that the Securities and 
Exchange Commission realizes its responsibility in this respect. 

With full realization and frank admission that, at times 
in the past, the facilities of exchanges have been misused by 
selfish persons, to the detriment of the general public, the 
fact is that the management of the New York Stock Ex- 
change, under its clear conception of the responsibility it 
bears to the public and to the companies whose securities 
are listed on the Exchange, intends to exert every effort so 
to control utilization of our market facilities that avoidable 
abuses will be prevented. And, in cooperation with the 
Securities and Exchange Commission, it is our hope that each 
agency, in its particular sphere of influence, may constantly 
work to the end that the public’s gigantic investments in 
American securities, totalling well over a hundred billion 
dollars, may be conserved and protected to the utmost. 

When all is said and done, the public supplies, of itself, 
the best criterion of service. There is no force of law, no 
power generated by rules of a market or a market place that 
can apply itself very long, with any effect, unless it benefit 
the people; and unless it be of logical, practical use. 

That has been proven by the evolution of the security 
markets during the last hundred years. A glance at the 
financial pages of daily newspapers dated just before the out- 
break of the World War shows one that trading in securi- 
ties was confined to less than 600 stocks, by contrast with 
1200 listed today, and to 330 fewer bonds than are listed 
now. I refer to the business conducted on the New York 
Stock Exchange. The really prominent industrial stock 






issues were not as diversified and not as numerous as now is 
the case; and the bulk of investment and speculative atten- 
tion was devoted to a much smaller list of securities. 

The rapid growth of industry with consequent capitaliza- 
tion of new enterprises resulted not only in hundreds of new 
media of dealings but in a vast expansion of public partici- 
pation in them. It does not need saying that so substantial 
an enlargement of the scope of security market dealings as 
has occurred in a little more than twenty years has brought 
new and unrealized problems before the exchanges. I be- 
lieve it fair to say that the exchanges have met these problems 
intelligently, courageously, and promptly. The physical growth 
of the New York Stock Exchange, its imposing stature and 
the elaboration of its personal organization, are eloquent 
testimonials to its enterprise in keeping abreast of the in- 
vestment needs of a young and vigorous nation. The age 
of scientific advancement is only on the threshold of its 
development. Momentous inventions are awaiting new capi- 
tal and practical organization by enterprising business men, 
to be placed at the service of the public. 

In what I have said I hope you have not had the thought 
that it has been uttered in any sense as a defense of the New 
York Stock Exchange or of other exchanges. The functions 
they perform and the services they render need no defense. 
They are self-evident to any intelligent, thinking person. 

I am proud of the New York Stock Exchange. It has 
shown continued development over a period of one hundred 
and forty-odd years; one generation after another of con- 
scientious men has met changing conditions with change cal- 
culated better to serve a constantly increasing public demand ; 
continued scientific research has resulted in constantly im- 
proved mechanical facilities, and, beyond all else, the passing 
years have brought with them greater and greater realiza- 
tion that it is the public welfare that must be our first con- 
sideration. 


The Securities Acts and the 
Investment Market 


By WILLIAM O. DOUGLAS, Commissioner, Securities and Exchange Commission 
Before the Institute of Public Affairs, University of Virginia, Charlottesville, Virginia, July 11, 1936 


[ PARTS I AND II SELECTED BY THE AUTHOR AS REPRESENTATIVE OF THE WHOLE } 


HE Securities and Exchange Commission is engaged 

in a significant attempt at social control over finance. 

There is virtual unanimity in the worthwhileness of 

the general objectives. There is quite naturally disagreement 

from time to time on the methods of reaching those objec- 

tives. I desire at this time to lay before you certain phases 

of the larger policy issues with which we are directly or in- 

directly concerned and to discuss with you selected aspects 
of the current financial situation. 


I 


What has characterized the development of the capital 
market in the current recovery in the eyes of many observers 
has been the lag between the upturn in business and the 
broadening of the flow of new issues. Their concern has 
been with the small amount of “new capital” issues, i. e., 


issues for new money rather than for refunding purposes. 
Some of these observers have insisted that the Securities Act 
of 1933 has been responsible, at least in part, for this de- 
velopment. There are many facets to this problem. Time 
and statistics do not permit a thorough analysis of all of 
them. But I believe that a few facts and figures will go far 
to refute the implication of these criticisms that the Securities 
Act and its administration have clogged or materially re- 
tarded the capital market. 

During the year 1934 new securities with estimated 
total gross proceeds of about $630,000,000 were registered 
with the Securities and Exchange Commission. During 
1935 almost $2,700,000,000 of securities were so registered, 
more than four times the amount of the preceding year. 
Registrations during the first five months of this year ex- 
ceeded $2,100,000,000 and it may be estimated that they 

















































716 








Vital Speeches of the Day 





will reach $2,400,000,000 during the first half of the year. 
Should registrations continue at this rate, the total for the 
year 1936 would be close to $5,000,000,000. 

The total of new issues offered to American investors 
is much larger than our statistics of registrations indicate for 
the reason that c2rtain securities are exempt from registra- 
tion. On the other hand, registration of a security is not 
equivalent to its sale as many promoters have learned to their 
sorrow. As a matter of fact, our figures indicate that not 
more than about 10 per cent of the securities registered by 
unseasoned companies and by investment trusts have actually 
been sold to investors. The total amount of securities regis- 
tered by unseasoned companies and by investment trusts is, 
however, now relatively small in comparison with total regis- 
trations; so that the figures in our statistics of registration 
are nearer to statistics of actual sales now than they were in 
the early days of the Securities Act. 

Our figures show that the grand total of new securities 
(whether registered or not) sold for cash during the year 
1934 amounted to almost $5,000,000,000 or over seven 
times the amount registered under the Securities Act. 

In 1935 such sales for cash aggregated nearly $6,700,- 
000,000, two and one-half times the amount registered under 
the Securities Act. During the first five months of this year 
they have already exceeded $4,000,000,000, and would, there- 
fore, aggregate between $9,000,000,000 and $10,000,000,000 
for the full year if offerings continue at the present rate. 
Such a total would place the year 1936 possibly in the 
second and surely not below the fourth place of all years 
since the war, as far as the total volume of new issues of 
securities is concerned. Only the year 1929, and possibly 
the years 1927 and 1928, exceed the estimate of the 1936 
total, and that probably only by a small margin. 

It is obvious that the same total of capital issues may 
mean very different things from the point of view of our 
national economy and from the point of view, too, of the 
investment banking fraternity. A large part of the total 
issues sold for cash for the last five years has been represented 
by securities of the Federal Government, the proceeds of 
which have been used to fortify the financial structure of 
the country through loans to corporations, states and mu- 
nicipalities, to finance and re-finance farmers and home 
owners through loans secured by rural and urban mort- 
gages, etc. Toa certain degree, the proceeds have enabled the 
(jovernment to increase the capital equipment of the nation 
through public works. 

But even if we eliminate issues by the Federal Govern- 
ment and its agencies, total new issues of securities sold for 
cash during 1934 amount to almost $1,500,000,000, rising 
sharply to almost $3,500,000,000 in 1935. They have ex- 
ceeded $2,500,000,000 during the first five months of 1936 
and continuation of the present rate of offering would indi- 
cate a total of about $6,000,000,000 for the full year of 
1936. Now $6,000,000,000 of issues to be handled by our 
private investment banking machinery represents more “raw 
material” or “gross business” for that machinery than has 
been available in any year since 1930 or before 1924. Tak- 
ing corporate refunding issues alone, 1935 and 1936 were 
more important years for the investment banker, not only 
since 1929 but as far back as our statistics go. Corporate 


refunding issues aggregated almost $2,000,000,000 in 1935 





and have amounted to about $1,750,000,000 in the first five 
months of 1936 alone. The previous peak was reached in 
1927 with about $1,850,000,000, less than 1935 and most 
likely far below the total for 1936. Looking, therefore, at 
the capital market from the point of view of the investment 
banker, there has been a pronounced revival of business. 

However, it is not well to stop here. The present 
capital market is a refunding market, it has been said, and 
activity in such a market is not of much significance for the 
whole economic body of the nation. 

It is true that the proceeds of the great majority of all 
corporate issues offered since the beginning of 1935 have 
been used to retire outstanding indebtedness. Our statistics 
of registrations indicate that refunding (including retirement 
of preferred stock) absorbed 81 per cent of total expected 
net proceeds of all securities registered in 1935 and 77 per 
cent in the first five months of 1936. Moreover, not all of 
the remaining approximately 20 per cent is actually used to 
increase the nation’s capital equipment. As a matter of fact, 
according to registrants’ intentions, only approximately 7 per 
cent of total net proceeds of securities registered during 1935 
and 1936 was to be used for plant expansion or for increase 
of working capital. There is, however, nothing abnormal in 
this. It has always been the case that the <evival in the 
capital market starts with refunding issues and spreads to 
so-called new money issues only after the wave of refunding 
issues has lowered the level of interest rates and has again 
accustomed investors to participate in new offerings of 
securities. 

In recent months, there has been a definite tendency to- 
ward increasing stock financing and there are also evidences 
of some increase in financing for new money. It may be that 
the lag between the wave of refunding issues and the real 
start of new money issues on a considerable scale has been 
longer this time than in other periods of recovery. Per- 
sonally I doubt it, particularly inasmuch as hardly more than 
a year has now passed since refunding issues began to appear 
in considerable amounts. But, even if the lag be longer than 
usual, this surely has no connection with the Securities Act 
because it is as simple—or as difficult, whatever way you 
choose to put it—to register an issue, the proceeds of which 
go to refund an old issue, as it is to register an issue, the 
proceeds of which will be used to enlarge the productive 
facilities of the registrant. 

Those who make light of the economic importance of 
refunding issues are apt to forget two things. First, they 
do not realize the extent to which such refunding issues re- 
duce the fixed charges of industry. ‘here is reason to as- 
sume that each of the refunding issues brought out since 
early 1935 implies a net saving in interest charges of not less 
than 1 per cent per annum, or about 20 per cent of the 
interest to be paid on the issue refunded. On the basis of 
about $3,000,000,000 of refunding issues registered with the 
Commission since 1935, we arrive at an estimate of saving 
to industry in interest charges of at least $30,000,000 a year. 
Secondly, there seems to linger an impression that all or most 
issues floated before the Securities Act represented new 
money, i. e., were available for enlarging the nation’s pro- 
ductive capacity. Statistics are very deficient on this point, 
but whatever work has been done in this direction indicates 
that in all years, and particularly in the closing years of the 
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last boom, the proceeds of a very considerable proportion of 
non-refunding issues never found their way into new plant 
or working capital, but were used to buy securities, real 
estate, buildings, or other assets already existing. It has 
been estimated, for instance, that real new money issues con- 
stituted less than one-quarter of the $8,000,000,000 of cor- 
porate non-refunding issues for 1929 tabulated in the sta- 
tistics of the Commercial and Financial Chronicle. The dis- 
tance which today separates us from the volume of real new 
money issues during the 20’s is, therefore, much smaller than 
a look at the bare statistics would indicate. The amount of 
money raised for plant and working capital is still small, but 
it is increasing. According to registrant’s estimates, it was 
about $75,000,000 in 1934, about $150,000,000 in 1935 and 
about $160,000,000 in the first five months of 1936 alone. 


II 


I have referred above to financing by the Federal Gov- 
ernment. It is difficult to discuss current aspects of the 
capital market separate and apart from the public debt. Fur- 
thermore, I think it is particularly appropriate to discuss it 
here in view of certain observations which have been made 
this week from this same platform. Against the charges of 
reckless and extravagant federal financing let me submit to 
you the following simple facts. 

From the end of February 1933 to June 30, 1936, the 
public debt of the United States less the balance in the gen- 
eral fund of the Treasury has increased $10,400,000,000. In 
addition to this there is a contingent debt of $4,700,000,000, 
making a total gross increase of about $15,000,000,000. But 
the net figure is much lower. In the first place the contingent 
debt is secured by high-grade tangible assets. In the second 
place there are large realizable assets or assets of definite 
value which must be offset against the public debt of the 
United States proper. One conspicuous example is a large 
portion of the assets held by the Reconstruction Finance Cor- 
poration. Allowing for this and other offsets, the net in- 
crease in public debt may be no more and probably less than 
say half of the gross total or about $7,500,000,000. But 
even if were to take the gross increase at its face value, it 
only represents $120 per capita, with an annual service cost 
of $3. 


There is no reason for treating borrowings by a nation 






any differently than borrowings by an individual. An increase 
in borrowings by individuals from banks does not in and of 
itself necessarily arouse condemnation; it frequently is a sign 
of business expansion. A study of the various factors moti- 
vating such borrowings is indispensable to any adequate ap- 
praisal of their wisdom. An individual with $100 of debt 
and $500 of assets may or may not be reckless or extrava- 
gant if he increases that debt to $500. If increased earnings 
or assets result from borrowing, we generally would say 
that the borrowing is wholly justified. That is to say, if by 
increasing his debt by $400 he increases his assets by $1,000, 
the increase in debt cannot be condemned. The same ap- 
proach must be taken in passing judgment on the size of a 
nation’s debt. It is necessary to look at the Balance Sheet 
and profit and loss account of the Nation as a whole to ascer- 
tain if this increased per capita obligation has been justified 
by an increase in national earning power and wealth. 


As against this increase in the national debt there is, 
of course, first, the immense appreciation in the total mar- 
ketable wealth of the Nation. The percentage increase in 
that is difficult to estimate because late in 1932 that wealth 
was sinking to a low level. But it may be interesting to 
compare that increase in debt with the increase in the annual 
national income. The 1932 National income was less than 
$40,000,000,000. The national income at present is at a rate 
of probably over $60,000,000,000 a year, an increase of 
$20,000,000,000. This increase in annual national income 
is nearly two and one-half times the net increase in the pub- 
lic debt. Or to put it another way, while the net public debt 
has increased $60 per capita, the national income has in- 
creased about $160 per capita. 


Although the carrying charges of the public debt in- 
creased, on a per capita basis, $1, or from about $5.50 in 
February 1933 to $6.50 in June 1936, the latter figure was 
still $1.25 lower than the figure for 1924, when the per 
capita carrying charge was $7.75. It should be noted, more- 
over, that in 1924 both the national income and production 
were at levels lower than at present. These simple facts 
demonstrate more clearly than any others the fact that we 
have obtained recovery at a surprisingly low cost. In other 
words, we have spent surprisingly little for what we got in 
return. 


The Magazine and Public Opinion 


By WILLIAM LUDLOW CHENERY, Editor, Collier’s Weekly 
At the University of Virginia, July 13, 1936 


[SOMEWHAT ABRIDGED WITH THE APPROVAL OF THE AUTHOR | 


E can most profitably consider the role magazines 

W play in the creation and stimulation of public 

opinion in this country by examining the record. 

There are in the United States some 5096 weekly maga- 

zines and newspapers with a total average circulation per 

issue of about 47,000,000 copies. There are 1664 monthly 
magazines with a circulation of about 120,000,000. 

I shall restrict my remarks to the magazines of large 

general circulation and, naturally, shall draw most of my 





conclusions from the weekly with which I have been asso- 
ciated. 

At the present time our circulation is upwards of 2,500,- 
000. To this point it has steadily mounted from about 
1,000,000 a dozen years ago. These figures are important 
because they indicate the audience which a large magazine 
must consider. These two and a half million buyers of the 
magazine for which I work represent a much larger body of 
readers. I don’t know how many people on the average 
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read each copy of a particular magazine. In my household 
which is large at least five or six people generally read most 
of the general magazines which come into the house. I 
should guess that any editor of a publication whose circula- 
tion is two million or larger has actually to consider the 
reading habits and inclinations of an audience not less than 
ten million people. 

This audience is widely scattered throughout the United 
States and there are large groups of readers in Canada and 
in most of the foreign countries. Each magazine, by the 
nature of its appeals, assembles a definite kind of audience. 
For the larger magazines, however, neither age, income, re- 
ligious belief, political affiliation, nor occupations can mark 
the boundaries of the audience. We know, for example, 
that people of various political parties, of numerous churches 
and of none, old and young, rich and poor, of all manner of 
vocations read our magazine. You have only to make an 
error, Or to express an opinion with which some group or 
individual is out of sympathy, to discover who are your 
readers. 

I have put the audience first because editor and publisher 
must forever keep in mind the tastes, inclinations, prejudices, 
opinions and habits of readers. Magazine reading is essen- 
tially voluntary. Magazines are not required reading. 
Every editor knows that with every issue the attention of 
readers must be aroused, enlisted and held if the magazine 
is to survive. This is fundamental. 

At the same time we remember, also, that magazines 
by their very nature are institutions affected with the public 
interest. From the very beginning magazines were estab- 
lished by men concerned with public affairs and public right. 
The desire to serve the public interest or to participate in 
public affairs is warp and woof of magazine history. The 
expectation that magazines would be agencies in the dissemi- 
nation of information essential to the development of an 
enlightened public opinion, explains in part the constitu- 
tional guaranty of the freedom of the press. This broad 
consideration is also fundamental to any examination of the 
actual: record achieved. 

Consider now the practical problem which faces the 
editors of any magazine of wide appezl. I shall use a weekly 
only because I can thereby speak more precisely. Let us 
begin with a single issue of, say, 80 pages. If these pages 
contained solid printing it would be possible to get 60,000 
words in legible type, or even 200,000 words if pamphlet 
style were used. Illustrations are, however, required to in- 
vite the attention of potential readers and so we are re- 
duced to about 40,000 words. 

We still have the space for quite a lot of words. How 
are we to use them? What would you select if you were 
expecting some 10,000,000 people to read what you caused 
to be printed? 

The editor of a weekly magazine will, by tradition and 
experience be led to select about 20 items of reading matter. 

‘hese items will be divided into fiction, articles, short fea- 
tures and an editorial. The fiction will occupy at least half 
ot the available space. Fiction in its magazine variety is 
primarily entertainment. Fiction also serves other purposes. 
The best fiction is an interpretation of life. In broad, and, 
I must admit, generally vague ways, good fiction does con- 
tribute to the understanding of the civilization in which we 
live but I should be hypocritical if I contended that enter- 








tainment were not the primary purpose in the publication 
of fiction and the primary test applied to the manuscripts 
actually selected for publication. 

After the short stories and part of novels are placed in 
an issue there remains, however, space for some 20,000 words 
which will be devoted to other material. Most of this is 
informative in character and all of it should, for the mass 
magazine, be entertaining in form. 

Many types of subject matter will be included. The 
varied interests of ten million people must be considered. 
Sport, the theatre, the movies, and other recreational mate- 
rial will inevitably be chosen. When these articles have 
been finally placed, space remains for about two articles and 
an editorial which frankly and directly deal with public 
affairs. 

It is possible, of course, to make other selections of edi- 
torial matter. What selections you actually make depends 
upon the size of the audience you seek to interest. You can 
omit fiction. If you do, at the most favorable estimate, you 
diminish your audience. You can omit sports articles. If 
you do you diminish your audience. You can, by treatment 
of your material, restrict your audience as much as you 
please. I have heard it said that only 6 or 7 people were 
capable of understanding Professor Einstein’s famous paper 
on relativity. Magazines dealing with the most important 
subjects can, and many have, reduced the numbers of their 
readers to the vanishing point. 

Those who care to continue in association with the 
larger magazines obviously must pursue other methods. So, 
with space available, say for two articles and an editorial 
which do deal with important public affairs magazine edit- 
ors must select those subjects which may be presented in a 
manner’ acceptable and interesting to millions of readers 
scattered throughout a continent. 

One other preliminary consideration must be kept in 
mind. Unlike the newspaper, the large magazine requires 
days and weeks for the mechanical processes of publication 
and distribution. Our editorial offices are located in 
New York. Our printing plant is in Springfield, Ohio. 
Ten days before an issue appears on the newsstand, 
freight cars begin to carry the magazines from the plant so 
that simultaneous delivery may be effected throughout the 
United States and Canada. Manufacture and transporta- 
tion together consume about 4 weeks. Consequently, what- 
ever is published must be selected with reference to the 
probable interests of people weeks in advance of the day of 
actually going to press. 

This time element is manifestly a restrictive factor. 
Any subject which is not likely to prove interesting during 
a period of many weeks is, by the time factor, eliminated. 

I have so far indicated the restrictions upon magazines 
as agencies of public opinion. These restrictions grow with 
the size of the audience and the technical requirements of 
publishing for simultaneous delivery a magazine of millions 
of copies. 

Now let us see what positively must be undertaken. 
The vast territory covered by the audience excludes matters 
of merely local or regional interest. So, first of all, any 
subject must be intrinsically important and potentially in- 
teresting to millions of people in at least 48 states. More- 
over, the subject must be interesting not merely today, but 
at least six weeks or two months hence. 
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Most matters of the largest consequence meet these re- 
quirements. Permit me to take one such subject on which 
for the moment certai*!v the record is finished and complete. 
Imagine yourself back .1 1925 and regard the matter of 
prohibition. 

During that year and for many years previous, the pub- 
lic generally and also the press had given lip service to pro- 
hibition. Perhaps my adjective is frivolously selected. At 
any rate, in 1925, the assumption was general that since 
prohibition as a national policy had been written into the 
Constitution through the Eighteenth Amendment, nothing 
could be done except to hope that at some time governmental 
authority would find ways of enforcing the law or that the 
public generally would be led to obey it. 

Although our editorial offices are located in New York, 
we are not content to consider public issues from the stand- 
point of New York. We know that the balance of political 
power in this country rests somewhere in the Mississippi 
Valley. We suspect that, in the long run, the majority will 
as expressed in the Mississippi Valley is likely to become 
American policy. We want, also, to know what people in 
all sections of the nation are thinking because we are certain 
that sound ideas, whatever their origin, are destined to 
spread. 

So, as a first step, we made a preliminary survey of what 
was actually occurring with reference to prohibition. I can 
say truthfully that we had no prejudices and no precon- 
ceptions. I certainly did not know what inquiry revealed. 

We sent four or five well-trained reporters out to ob- 
serve. ‘Their instructions were to forget whatever prejudices 
they might, as individuals, possess, to disregard whatever 
opinions they might correctly or otherwise attribute to edit- 
ors and owners, and as carefully as possible to observe and 
report what they saw and heard. 

We sent these reporters first to the famous dry states. 
We wanted to know just what the people of Maine, Kansas, 
Colorado and Georgia were doing. We told our reporters 
to observe the habits and customs of the people and to be as 
detached as though they were students of natural history 
describing behavior for a society of scientists. 

We got, I think, detached and dispassionate reports. I 
was personally amazed at first to learn that the drinking 
habits of the people of the Dry states differed very slightly 
from the habits of other Americans who lived in the so-called 
Wet territory. We published articles which embodied these 
observations. We pursued the subject and uncovered the alli- 
ance between organized crime and politicians which made 
possible the outlaw traffic. 

A large magazine has the resources, the time and the 
personnel requisite to an undertaking of this sort. Public 
opinion was, in this case, served by the collection and pre- 
sentation of material useful in putting into perspective a 
vast body of tangled fact. Our first service was in enabling 
people to understand conditions outside their own neighbor- 
hoods and communities. Having collected the facts we con- 
sidered as well as we could the conclusions which might be 
drawn from them. We consulted various leaders of opinion 
and finally arrived at our own editorial position. We were 
sure that public opinion would not endlessly tolerate the 
increasing challenge of crime. We became convinced that 
enforcement was impracticable in view of the tremendous 
increase in drinking. So we finally urged repeal and suc- 






ceeded in having drafted a model amendment which would 
accomplish this purpose. Incidentally, the amendment sug- 
gested in the magazine was essentially that ultimately 
adopted. 

I have recalled this episode because it seems to me to 
indicate the lines along which a magazine can most fruit- 
fully contribute to the creation of an intelligent public 
opinion. The procedure is similar with other situations. 

The magazine cannot obviously publish “spot” news. 
Yesterday’s happenings are old stories a few weeks hence. 
The magazines can assemble large representative bodies of 
fact on conditions of general significance. We could not, 
for example, publish local stories of Ku Klux Klan activi- 
ties but we could and did undertake broad inquiries and pre- 
sent vivid pictures of the personalities which were important 
in that campaign. 

We think that a magazine which is national in scope 
ought to be national in outlook. Consequently, we eschew 
political partisanship. We are attached to no political party 
and, certainly during my editorship, we have endorsed no 
candidates. We have, however, advocated principles which 
seemed to us liberal in the sound American tradition. Some- 
times the advocacy of these principles has led us to endorse 
particular policies which had been undertaken by Repub- 
licans and others which were furthered by Democrats. 

We have, however, sought to maintain a position of 
aloofness. Other policies are practicable and have been 
tried. I do not oppose them for other publications. For 
ourselves, we think it best to provide unbiased material 
which may prove interesting and useful to people of various 
political parties. 

Naturally we do not avoid politics. We send out re- 
porters to investigate, to interview and to appraise conditions 
and men. For example, we sent a highly competent report- 
er to Italy and later to Africa to describe the events of the 
recent Italo-Ethiopian campaign. Editorially we had ex- 
pressed disapprobation of Mussolini’s announced plan to con- 
quer Ethiopia, but our instructions to our representative 
were merely to describe and interpret what he saw. His 
mission was to gather the significant facts which would in- 
terest and inform American readers. We were not con- 
cerned with making a case for or against Mussolini or Haile 
Selassie. 

A similar course is followed in our own domestic situa- 
tions. We send out men to interview candidates and to 
describe them. ‘Our procedure with reference to the late 
Senator Huey Long is a fair example. As Governor of 
Louisiana Mr. Long began to attract national attention. So 
we dispatched a sophisticated reporter to New Orleans to 
look over the situation. His method was to talk to various 
leaders of opinion in the State, to visit Governor Long, to 
consider his program and his political methods and then if 
conditions justified the effort to write an article. At that 
time Governor Long was nationally known chiefly by reason 
of a discourtesy he had shown a visiting diplomat. I recall 
the impression made on our representative by Mr. Long’s 
vivid personality. He reported on his return to the office 
that Louisiana’s uncouth governor was a man of extraor- 
dinary ability and of extraordinary recklessness. He was 
sure that much more would be heard of the man who later 
liked to be known as the “Kingfish.” 

As conditions developed in Louisiana it seemed inter- 
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esting and important to make further inquiries and to pre- 
pare numerous articles which assayed the actual significance 
of the Long rule and dictatorship for American traditions 
and principles. When Senator Long attempted actually to 
extend his power to other States, it seemed desirable to us, 
editorially, to point out the meaning of his program and of 
his activities for American institutions. Naturally, we op- 
posed an effort which seemed to us wholly hostile to the 
perpetuation of a free government. 

I have cited as examples situations and personalities in 
which widespread public interest actually existed at the time 
of our inquiries or in which we were certain public interest 
could easily be aroused. Many conditions of great im- 
portance are, on the other hand, outside the scope of a na- 
tional magazine. To be magazine material it must be pos- 
sible without violence to the facts to contrive an interest- 
ing and therefore a dramatic story. 

This requirement eliminates subjects which demand ab- 
stract.argument. Civil service is a matter which I consider 
of vast importance but it is exceedingly difficult to render 
interesting. It is easy enough to arouse attention to the 
abuses of the merit system. It is easy to list the sins of a 
political boss or to show the wrongs done by crass political 
It is much harder to interest people in more than 
one article dealing constructively with the merit system. 

So, too, matters such as currency reform and fiscal poli- 
cies are generally too abstract to make reading of wide popu- 
larity. It is a simple matter to interest a large audience in 
extreme applications of certain fiscal policies. The records 
of inflation in Germany or Austria, for example, showed how 
a bankrupt financial system affects the intimate personal 
affairs of all individuals within those countries. To tell 
such stories to the nation is not difficult. On the other 
hand, it is all but impossible to interest the public generally 
in an argument concerning the conflicting policies of two 
groups within the Federal Reserve System. 

We come here to a line which marks in one direction 
the limit of usefulness of magazines in the creation of na- 


machines. 


tional opinion. I think that consideration establishes the 
point that national public opinion is a very complex force. 
It is a river with many tributaries. On some subjects the 
national thinking is done by a very few people. On others 
millions participate. Take the question of war, for illus- 
tration. Everybody has some feeling and some opinion on 
that subject. Everybody, furthermore, is interested in the 
happenings of a war which is not too remote. But war is not 
a single or a simple question. War is the end result of many 
different policies, some of which are interesting only to the 
few. We have been drawn into two wars, that of 1812 
and the World War, by conflicts over the rights of our mer- 
chant vessels. Other factors were obviously influential in 
leading us to declare war against Germany but violation of 
our maritime rights provided the legal causes cited in the 
declaration. 

Disputes of the rights of merchant ships may conceiv- 
ably lead to other wars. Yet how large a proportion of 
American voters, do you think, are willing to listen to a 
discussion of such rights during peace time? Not many, I 
can assure you. 

The national magazine of mass circulation can treat 
only those national problems about which millions of people 
are willing to read. Special magazines of limited circula- 
tion can and do discuss special and technical issues. Maga- 
zines devoted to maritime interests would follow alertly any 
discussion of the rights of merchant ships but such publica- 
tions have few readers between the Alleghenies and the 
Rockies. 

Such in broad outline, is the field of operation of the 
magazine as it serves as an agency of public opinion. It is 
not a newspaper. It is not an endowed educational institu- 
tion. It is a business operated primarily for profit. If it 
does not interest its readers it cannot endure. It has, by 
the nature of its organization, sharp limitations and also wide 
opportunities for service. How well or how poorly this 
service is rendered can best be considered by other less pre- 
judiced witnesses. 


Informed Opinion and the News 


By FELIX MORLEY, Editor, The Washington Post, Washington, D. C. 
University of Virginia, July 18, 1936 


REVIOUS speakers before this round table have dis- 
cussed at length the problems facing the press, the 
radio and the motion picture industry as the agencies 

which provide the information on which public opinion is 
formed. It has been made abundantly clear, implicitly if not 
explicitly, that the advance of science has brought the dis- 
semination of information to a degree of perfection which 
our forefathers could never have anticipated. 

It is equally clear, however, that individual judgment 
in forming opinions has not advanced parallel to the supply 
of information on which opinions must be formed. And yet 
the very abundance of information and misinformation de- 
mands the development of a high degree of selectivity on the 
part of every citizen. That is why we are meeting today to 
inquire how best a really intelligent public opinion can be 
developed. How are we to bridge the gap between the in- 
evitable failure of the human intelligence to extend its ca- 


pacities in proportion to the supply of information now avail- 
able to it? 

I have no easy answer to that difficult question and I 
do not believe than any easy answer exists. And yet the 
problem for a democracy is vital. It is so vital that probably 
it is no exaggeration to say that the very continuation of our 
system of government depends primarily on the development 
of a public opinion able to cope intelligently with the prob- 
lems of the day. When matters of the most fundamental 
importance to the security and even the existence of the na- 
tion are decided by a majority vote it is clear that this 
majority must, on the whole, vote intelligently. Otherwise 


the Ship of State will be guided on to one or more of the 
many reefs which underlie the seemingly smooth waters of 
our highly complicated civilization. 

The effects of improvements in the dissemination of in- 
formation are not necessarily constructive. 


On the contrary, 
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they may often prove pernicious. In the simpler age when 
our democracy was established there were many ignorant 
voters, but for the most part they were conscious of their 
ignorance and willing to trust the guidance of the educated 
minority who regarded politics as a hizh and sacred respon- 
sibility. And in spite of the confidence which the average 
man reposed in the wisdom of his leaders it is very note- 
worthy that the founders of the republic were aware of the 
dangers implicit in a pure democracy. In formulating the 
Constitution they instituted many safeguards against any 
tendency towards mob rule. They knew that the democratic 
form of government will endure only so long as it is oper- 
ated with a maximum of intelligence and a minimum of 
ignorance. In cutting loose from the defects of individual 
dictation on the one hand they were careful to provide safe- 
guards against the errors of mob dictation on the other. 

I do not believe it is over-stating the situation to say that 
today the mass of voters remains about as ignorant as they 
were in the Colonial period, but with far less consciousness 
of their ignorance. The greater literacy of the average man, 
his ability to read newspaper comics, or to turn the knob on 
his radio, is more than balanced by the far greater complexi- 
ties of our civilization today. Indeed the pioneer farmer in 
the mountains to the west of you was probably much better 
informed on the problems of his age than is the average 
clerk, mechanic or agriculturist of today on the issues which 
face our civilization. 

The average voter today is not merely perhaps relatively 
more ignorant than was the case with the electorate in the 
early years of the republic, but it is now possible to sway his 
emotions, and his uncritical judgments, as never before. An 
eloquent radio speaker with a vibrant voice and a sublime 
disregard for facts can practically determine such issues as 
whether or not the United States should become a member 
of the World Court. By shrewd utilization of the same 
modern agencies for the dissemination of opinion a man of 
somewhat the same type has become the Premier of the 
Canadian Province of Alberta and is proceeding to demon- 
strate the utter folly of his notions in the area of his control. 

A few weeks ago, at the Philadelphia Convention, I 
listened to a man who was advocating “pensions for every- 
body” before the Resolutions Committee. His argument was 
that the Townsend Plan did not go far enough and that a 
pension of $200 a month should be given by the State to 
every citizen on the attainment of his 21st birthday, this to 
be financed by what he called a transaction tax. The point 
is not that so absurd a proposal should be made, but that in- 
telligence should be so subordinated as to give it a solemn 
hearing. 

If you regard these illustrations as amusing it simply 
means that you have not considered what is clearly the fun- 
damental problem of our time: the education of the voters 
who control in a democracy in some realistic understanding 
of what government can and cannot accomplish. 

Side by side with the ease with which public opinion 
can now be formulated goes the movement to break down 
the restrictions on its unfettered triumph. Today it is the 
fashion to assert that all who refer to the traditional system 
of checks and balances established for this country are by 
that token reactionary. 

You have heard at this session of the Institute some 
curious allegations regarding the principles upon which the 









American democracy was established. Only this week the 
Solicitor General told you that the Constitution is not to 
be regarded as a “code of laws’ but rather ss “a statement 
of principles” which must not be interpreted as a check on 
centralized government. What the founding fathers in- 
tended to achieve, and what they intended to avoid, is a 
subject for legitimate debate, provided it does not overlook 
the abundant evidence as to their real design which is avail- 
able. But it cannot be effectively asserted that the framers 
of the Constitution ever intended an unchecked popular will 
to determine the course of governmental policy. They knew 
far too well the dangers implicit in mob control which today 
we tend to forget. 

As every teacher knows, it is always difficult to make 
headway against popular illusions. It is asking for the tri- 
umph of intelligence over the massed forces of prejudice, 
passion and individual desires. If the matter were left to his 
own free choice there would scarcely be one child in fifty 
who would bother to learn the multiplication table. That 
painful but fairly important piece of knowledge is hammered 
home in conflict with every principle of pure democracy. 
Today, however, the obvious tendency is to say, in effect, 
that if we do not want to learn the multiplication table we 
do not need to do so, and that those who suggest the desir- 
ability of social discipline in that direction are ipso facto 
mathematical reactionaries. 

In spite of the obvious difficulties heroic efforts to cope 
with the problems of democracy are being made on many 
fronts. Our schools have in very few cases succumbed to the 
temptation to surrender all attempts at intellectual disci- 
pline. On the contrary, they are heroically intensifying 
their effort to build the intellectual equipment necessary for 
coping with the problems of the day. In addition to the 
formal educational system, both public and private, we have 
a very healthy emphasis on adult education, of which this 
Institute is one of the outstanding examples. ‘The public 
forum idea is spreading. Public Affairs Committees of one 
kind and another are operating in every part of the country. 
And even in the much-maligned newspaper profession there 
are instances, not so rare as some people think, of those who 
see the responsibility of objective analysis as a solemn duty 
and who do all they can to forward not merely impartial 
presentation of the news but impartial and intelligently criti- 
cal comment thereon. 

Nevertheless we must admit, if we are to see the prob- 
lem in its real magnitude, that the capacity for objective 
analysis is rare among human beings. Whether or not all 
of us have it potentially I am not prepared to say, though I 
have my doubts. But even where the capacity exists in latent 
form it is unquestionable that years of orderly intellectual 
development and self-imposed mental discipline are neces- 
sary to develop a really judicial mind. 

There is something rather paradoxical in the fact that 
we lay so much stress on the training of a judge, who needs 
to be skilled only in the single field of law, while we regard 
the training of the voter as being merely a matter of attain- 
ing the age of twenty-one. Yet the voter, in the last anal- 
ysis, is called upon to determine questions not merely in the 
field of law, but of finance, commerce, agriculture, labor 
problems, foreign policy, and an infinity of other highly com- 
plicated subjects. We would feel that our legal system 
would be endangered, as indeed it would be, if we should 
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place on the bench men with no knowledge whatsoever of 
the philosophy and precedent of law. But we seem to feel 
no misgivings over the fact that the final judge of national 
policy—the voter—should be so ill-equipped to render the 
verdicts which he is continually being called upon to decide. 

As I see it the problem is not so much to develop an 
informed public opinion as it is to build a critical public 
None of us can any longer hope to have more than 
a fragmentary understanding of the world in which we live. 
We cannot be informed, except in broad outline, on most of 
the problems of our time. But we can, and we definitely 
should, develop a critical faculty which shall be instinctively 
hostile to every dogmatic statement, instinctively insistent on 
the importance of proof for every flat assertion, and instinc- 
tively determined to subject to severe cross-examination 
everyone who either holds blindly to the mooring ropes of 
the past, or who insists with equal blindness that those ropes 
be out merely because they are moorings. The development 
of such a critical attitude is the responsibility of the citizens 
of a democracy. And not until the emphasis is placed upon 
his responsibility as a voter rather than upon his rights as a 
citizen shall we be likely to sustain our form of government, 
let alone usher in the more abundant life which is so easily 
and lightly promised. 

The critical attitude has been responsible, throughout 
history for progress of every kind. We see and unquestion- 
ingly recognize the need for it in the development of every 
type of artistic undertaking. Good music, good art, good 
literature are alike assisted by the ‘subjection to intelligent 
criticism which every artist must expect to undergo. There 
is no reason whatsoever to suppose that the art of govern- 
ment is going to develop unless it too. is subjected to the most 
critical attention by its devotees, which in a democracy 
would include by definition every individual of voting age. 

If you ask me how this critical attitude is to be de- 
veloped I would be inclined to say that the only truly satis- 
factory method is by concentration on that objective in the 
The adult can always learn it to some extent, but 
is not likely to have the mental flexibility required unless it 
has.been intentionally developed while his mental processes 
were still resilient. Nor will it be easy even to achieve this 
objective among our children. 

We see today pressure exerted in the schools, to teach 
this subject, or to ignore the teaching of that subject, which 
must inevitably be fatal to the critical attitude unless the 


opinion. 


schools. 


source and ‘purpose of such pressures are examined with the 
coolest detachment. Movements like the “red rider”, which 
in effect prohibits any mention of Communism in the public 
schools of Washington, are to any far-seeing person the en- 
tering wedge which portends the destruction of democracy. 
For to preserve democracy not merely an informed but a 
definitely critical public opinion is essential. For the satis- 
factory development of such a faculty in our electorate we 
must, in the last analysis, depend on our schools and univer- 
sities, making them impervious to dictatorial pressure of 
every kind. 


You might think from the tenor of these remarks, both 
that I am rather pessimistic about the future of democracy 
and that I do not attribute a great deal of importance to the 
part of the newpaper profession in preserving it. In neither 
case would an assumption be justified. 


So far as the newspapers go I am convinced that they 
are doing a great deal to maintain and to develop the critical 
attitude on which I have laid such stress. During the past 
three weeks, in fact, the critical function in our country has 
practically been carried on single-handed by the press. I 
believe it will continue to play its part, and I believe further 
that by and large, and with a good many regrettable excep- 
tions, the editorial function of the American newspaper is 
becoming less partisan in any narrow sense of the word and 
increasingly more analytical of the basic issues which under- 
lie political parties. These are, after all, only a convenient 
device for making a democracy function. We should always 
remember their essentially artificial character, and never 
more so than in an election year. 


On the other question, of the long-range possibilities of 
democracy, I see no reason to be pessimistic. After all, a 
great many of the stupidities which beset democracy auto- 
matically cancel each other out. But to preserve that sys- 
tem its advocates must be willing to make the fight. And 
to make a successful fight they must be prepared to build 
firm foundations. As Thomas Jefferson would have been 
the first to assert, the success of a democracy really depends 
on the quality of its education. Probably the reason I come 
back to this conclusion is that I am convinced there must be 
improvement in our educational fundamentals before the 
newspaper, which is essentially a form of adult education, 
can hope to fulfil properly its large share of our joint re- 
sponsibility. 


Will Radio Kill Democracyr 


By RAYMOND GRAM SWING, Radio Commentator on American affairs for the British Broadcasting Corpora- 
tion; Commentator on European affairs for Columbia Broadcasting Corporation’s School of the Air; Correspondent in 
New York of the London News Chronicle and the London Economist. 

University of Virginia, July 14, 1936 


N case you think the question, “Will radio kill democ- 
racy ?’’, is an exaggeration, ask yourselves, to begin with, 
what broadcasting has done to the institution of the 

national political convention. If any of you attended the 
two conventions this year, either in person, or by listening, 
you will not need to be told by me that these were new 
kinds of conventions. 


Or rather, they were unconscious 








gropings toward a new kind of convention. And while it 
isn’t yet clear what the new kind will be, it is as clear as 
the blue sky that the old kind of convention is no more. 
And it never can come again unless there is no broadcasting. 

The political conventions this year were not deliberative 
bodies. They were not representative bodies, made up of 
chosen persons who met together to discuss choices and then 
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to make them. They were nothing but gigantic studios for 
broadcasters, with the delegates acting as supers, yelling their 
heads off to provide that great counterfeit for enthusiasm 
called noise. The broadcasters were not the employees of 
the radio networks, who had their own commentators on the 
job, making comments on the real radio stars. The real 
stars were the keynoters, the chairman, senators, and gov- 
ernors, and one president and one vice-president. 

There ought to have been discussion at the Cleveland 
convention. For at Cleveland one of the major parties was 
going through the confusion and perplexity of changing 
leadership and modifying control. It was seeking new prin- 
ciples. I grant you, a convention of a thousand delegates 
meeting in a vast auditorium, seating fifteen thousand people, 
is an awkward place to stage a genuine democratic debate. 
But it has been done before. And it could have been done 
in Cleveland. But it wasn’t done there for the simple reason 
that the convention was not held in an auditorium of fifteen 
thousand people; it was held in a broadcasting studio with 
an audience of millions. And you mustn’t debate in the 
auditory presence of millions. All you may do, on the air, 
if there is a difference of opinion, is to hide it, and come to 
the microphone with your agreement already reached, so as 
to make the millions believe the party is united. 

At the Democratic Convention in Philadelphia, there 
ought to have been a debate on the abrogation of the two- 
thirds rule. But that debate was limited to a tiny committee 
room tucked away in a corner of the building, and when the 
question reached the convention not a word of discussion 
was permitted. The skill of the chairman was a delight to 
behold. He put the question and called for a vote, and 
announced the result the way it would have been if there 
had been a real counting of hands. But because more people 
shouted no than yes, he put the question a second time so 
that the ayes could dutifully lift their voices. And in that 
brief fifty-five seconds the Democratic Party shed itself of 
a rule that it has used for a hundred years. 

Don’t think, because I register these facts, that I am 
finding fault, either with the political parties or the broad- 
casting networks. I am not. I am simply saying that this is 
the consequence of the coming of the radio. Hereafter po- 
litical conventions will continue to be great studio broad- 
casts, probably the most stupendous studio broadcasts in any 
four years of broadcasting. And I hope that in the future 
these studio conventions will be shortened, simplified and 
improved in many ways so as to conform to the technical 
possibilities of the radio, so that ten times as many citizens 
listen to them as I imagine listened to the awful din of the 
convention this year. 

I feel that democracy is in danger from radio in two 
particulars. One is that the radio is still very badly unedited, 
and hence presents public affairs in such a muddle of con- 
fusion that listeners are unable to cope with the flood of 
material. And the effect on them inevitably must be that 
listeners conclude that public affairs are too difficult to think 
through, and either must be solved by some short cut, or by 
some superman who isn’t confused by them. 

The other danger is the sale of radio time for political 
purposes. 

If the radio is not to destroy democracy we must have 
editing and we must have the absence of commercialism in 
political broadcasting. 





Let me say right here that the British have a broad- 
casting set-up which eliminates commercialism altogether 
and imposes a high degree of editing, and that this is mot 
the system I am advocating for the United States. I am very 
familiar with the British system. I was a resident and a 
listener in Great Britain for twelve years, also a broad- 
caster there for a couple of years. And while I grant that 
the British system has several substantial benefits for British 
listeners living under British conditions, and a British gov- 
ernment, it is not a system I should care to see adopted here. 
Applied to American conditions it would, in my opinion, be 
still more hazardous to democracy than the system we have 
at this moment. 

And that is because the British system does not meet 
the problem I have stated. The British have editing, but 
it is not the kind of editing I mean. It is not editing in the 
interest of listeners and in the interest of democracy, but 
editing in the interest of escaping radio responsibility. It is 
the editing-out of controversy, as though controversy were 
a peril to democracy and not its life-blood. And though the 
editing is not done BY the government in office, it is done, 
I swear, either consciously or unconsciously, to PLEASE 
the government in office to the extent at least of not causing 
the government what the British call “embarrassment”’. 

And the absence of commercialism in Great Britain is 
not the measure I should advocate here. I am quite willing 
that radio time in America should be sold, and that broad- 
casting should be maintained out of revenue supplied by 
advertisers. ‘What I object to is the sale of political time 
for political purposes. 

I want to be fair about this. It is a thorny problem, 
and for the broadcasting corporations a very crucial prob- 
lem. For in an election campaign, when so much politics is 
bound to be wanted on the air, the radio companies either 
must charge for some of their political time, or take a very 
heavy loss in revenue. And since radio companies are busi- 
ness corporations they won’t take a loss unless they have 
some compensation coming somewhere later on. 

Even so, the principle that radio companies may derive 
revenue from selling political time is fundamentally re- 
pugnant to democracy. It is so for an utterly simple reason. 
For it limits the radio to those political interests who have 
money to pay for time. And that at once makes ability to 
pay the test of the right to time. And that makes radio an 
instrument of wealth, and not an instrument of general 
public interest. I have every sympathy for the broadcasting 
companies in facing this problem. They give their political 
time free of charge for three years, and presumably they 
would like to give it in an election year, but simply don’t 
feel they can afford to. Nevertheless the truth remains that 
the moment they sell time for political purposes they have 
ceased being democratic. If newspapers—-to make the point 
clear by analogy—were to cease publishing political news 
unless they were subsidized by political parties, they too 
would cease to be democratic institutions. I admit it isn’t 
quite fair to compare newspapers and broadcasting in this 
respect. For a newspaper, if the demand grows too heavy 
for its space, can print as many pages as its business office 
thinks it can pay for. But a radio company can’t add any 
more minutes to a day or add to the number of channels 
for program transmission. Even so, the truth still remains 
that broadcasting companies cease to be democratic institu- 
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tions the moment they sell their time for political purposes. 

So in this matter the broadcasting companies must do 
one of three things: Either they must admit that they are 
not democratic institutions; or they must find some other 
way to finance themselves during a campaign year; or they 
must balance their time so that those who cannot afford to 
pay for it get just as much of a-showing as their cause 
merits. Let’s look at these three choices. If the broadcasting 
companies ever admitted that they weren’t democratic, the 
control of broadcasting would be taken away from them. 
The government would take it over in one way or another. 
That too might not be so very democratic—it wouldn’t be, 
in my opinion—but at any rate the control of the radio 
would be an incompetent state control which the wide 
public would prefer to the control by the wealthy. I can’t 
conceive of the radio companies wishing to accept revenue 
for political time once the problem is properly understood. 
For it would be wishing suicide. 

Then there are the other two alternatives: Either all 
political time must be free, or part of it must be free. If 
only part of it is free that is very unbusinesslike indeed. It 
is like running a shop in which you give away part of your 
goods to poor people and charge the well-to-do through the 
nose for the same goods. I don’t say it wouldn’t work 
merely because it is unbusinesslike. It is poor business, but 
it happens to be high-class professional ethics. That is the 
way most physicians operate, and they make no bones about 
it that the patients with good incomes have to support them, 
and the patients with low incomes are entitled to just as 
good medical attention as though they can afford it. 

But if all political time or part of political time, is to 
be free, there still must be some guiding control which de- 
termines how that freedom should be used. And that brings 
me back to this highly delicate problem of editing. 

I have already said that I believed there must be edit- 
ing so as to clear up some of the confusion in political issues 
instead of driving listeners into despair of a muddled politi- 
cal system. Editing means, first of all, selection of material. 
Probably the broadcasting companies have functioned so far 
on the theory that they have no editing function whatever. 
‘Their only standard has been: if it is of enough public in- 
terest, put it on the air. These broadcasting companies are 
run by business men, and editorial selection is not down 
their street. Probably they see no reason why they should 
not continue to run the air on a purely business basis. And 
the purely business way of handling the subject is to wait 
for the problem to reach the executive and then to decide it 
on the simple formula of public interest. 

But if that is a fair statement of the principle of the 
broadcasting executives they are fooling themselves. For of 
course they are editing when they apply the test of public 
interest. And they are getting themselves into very obvious 
inconsistencies. Take the case of Father Coughlin. A lead- 
ing network began by giving their time free to Father 
Coughlin. Then they found themselves in hot water, and 
took him off the air. That was of course performing the 
function of editing. Father Coughlin, it happens, bought 
his way back to the radio audience by getting behind the 
networks to the privately owned stations, which is another 
story. But the networks after taking Father Coughlin off 
the air, gave free time to Huey Long. And you can comb 
your minds till they hurt if you can find any reason for 


giving Huey Long free time and not giving it to Father 
Coughlin. You can’t say that Father Coughlin didn’t have 
a following—that he wasn’t news. All you can say is that 
the networks editors ruled against Father Coughlin and 
didn’t rule against Huey Long. In other words they edited. 
And more than that they edited on behalf of the public 
without the public having the faintest idea of what principle 
of public service was being applied. 

The fact is that when you have a limited number of 
hours and a limited number of broadcasting channels there 
is bound to be editing. Every program that reaches the 
receiving set is edited. So a paramount question to be asked 
is: Who does this editing? 

The answer is quite easy to give. The editing is done, 
in the case of the networks, by the executives of the broad- 
casting companies, in the case of local stations by the local 
owners or managers. And who are these executives? Let 
me say that they are on the whole extremely competent, 
fine, wholesome, hardworking business men. They have 
grown up in broadcasting and seen the industry through its 
teething stage. They have slogged and sweated, and they 
have produced a technical achievement which is one of the 
wonders of the twentieth century. But on the whole they 
have no more experience in editorship than they have in 
surgery or chemistry. Nothing they have done has trained 
them to be wise in the knowledge of public affairs. If any 
one of them is an expert in democracy, it is pure accident. 
And so it is if a few of them realize that in perfecting the 
radio as an industry they were inevitably building up a 
public service which cannot be guided on business principles. 

In other words, it is fortuitous circumstance, and not 
fitness which has chosen the editors of broadcasting. And 
I don’t believe it is in the least unfair to say so. If you 
could get one of the high broadcasting executives out of his 
office, and away from the pressure of the thousand and one 
urgent business decisions which have to be made, I don’t 
believe one of them could tell you in the quiet of genuine 
self-revelation, that he has a clear conception of the public 
service the radio must perform if private broadcasting is 
going to survive. He may have genuine concern, and a 
vague sense of the reality of his responsibility. But I doubt 
whether he can formulate for himself the principles on 
which political broadcasting in a democracy should be con- 
ducted. I say this, not because I ever tried to fathom the 
mind of a radio executive, but because I see no sign that 
anyone in authority has done any thinking about it. 

I make this exception. Last year Mr. Paley, President 
of Columbia, came out with some important statements on 
Columbia policy which did recognize broadcasting as a pub- 
lic service, in two or three vital matters, though not in tthe 
field of political talks. Later too, Mr. Paley had the courage 
to stand up to the Republican party when it tried to claim 
equal privileges with the President, whose annual. message to 
Congress had been broadcast. It was good to hear the words: 
“public service” and “duty to the radio audience” in these 
statements. But the public is entitled to much more. It is 
entitled to know just who makes the decisions of editing in 
broadcasting; what fitness these persons have; what recog- 
nized principles guide them; what separation there is within 
the radio corporations between the business office and the 
editorial function. Unless satisfactory answers can be given 
to these questions, the radio in America cannot be operated 
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for the general interest. And if it is run for special interests, 
the era of private broadcasting will soon be over. Personally, 
I want private broadcasting to survive and develop and 
prosper. I don’t want a government-controlled broadcasting 
monopoly in America, not even as mildly controlled a mo- 
nopoly as the British Broadcasting Corporation. I am not 
arguing that the present American system is not efficient 
and in many respects highly praiseworthy. It is. Compared 
to present-day British broadcasting it is infinitely more con- 
troversial and stimulating, and I should say, more useful 
to our democracy. That is not the point. I am speaking 
not of what American broadcasting has done in the past, or 
is doing in the present, but on what terms it can survive in 
the future. Broadcasting began as an industry, governed by 
the simple rules of business. It now has become something 
more, an industry which performs a public service where 
unlimited competition is not possible. For the moment it 
may be safe for broadcasting to coast along in its dual 
capacity, both a private industry and a public service, and 
operate mostly on the unformulated instincts of a private 
industry.’ But if it does not soon become conscious and ar- 
ticulate and concise about its policies as a public service, 


it is, I believe, inevitable that the public will push the private 
companies aside and secure its own interests in its own way. 

What these principles should be is a matter which 
requires far more discussion than my limited time permits. 
But you will allow me to repeat some that I have already 
suggested. Either the sale of political time should cease 
altogether, or there must be an adequate provision of free 
time to those unable to pay for it, granted to them on the 
basis of an editorial policy which protects the public interest, 
and directed by an editorial board which has training and 
wisdom in public affairs. The general editorial function in 
broadcasting should be conducted without supervision from 
the business office. And if this is technically too much to 
ask, (because the radio executives aren’t going to turn over 
part of their time to completely independent administrators ) 
then radio executives must show that they can divide their 
own minds into two compartments, and can work the politi- 
cal side of broadcasting without interference from their 
business selves. 

Private broadcasting will not be saved without a first 
class job of editing. This America is not getting. And if 
we lose a genuinely independent radio, we lose the spoken 
word in the service of democracy. 


Motion Pictures and Public Opinion 


By ALEXANDER MARKEY, Executive Producer of the Motion Picture Foundation of the United States 


University of Virginia, July 15, 1936 


hired camp chairs into an empty store, a bed sheet 

on the wall, a tin box on a beer barrel and a hand- 
made sign in the window advertising the most collossal at- 
traction in the world—admission five cents. 

A dozen men drifted into the place out of curiosity, 
stayed the five minutes it required to run the double feature 
program consisting of a locomotive pulling into a station 
and the wild waves of the ocean breaking ona rocky beach. 
Those were the two de luxe productions of the first motion 
picture studio in the world. The customers reeled out of 
the hall rubbing their eyes. They had witnessed a modern 
miracle. 

In the course of the next forty years, the nickelodeon 
grew into the twenty million dollar Rockefeller Center 
Music Hall which spends seventy-five thousand dollars a 
week to entertain one hundred and fifty thousand people of 
whom 75 per cent are women and children. 

Forty years ago, there was not a single motion picture 
theatre in the world. Today, there are eighty-eight thousand. 
Forty years ago, the talk of the day was the Great Train 
Robbery which cost a few hundred dollars to make. Today, 
we have Midsummer Night’s Dream, the Tale of Two 
Cities, Anthony Adverse, each of which cost millions of dol- 
lars to produce. In an incredibly short time, the motion 
picture has come a long way. 

Forty years ago, when evening came, the average fam- 
ily sat around the home-fire knitting and talking, napping 
or playing whist. Tonight, in twenty million homes through- 


O NLY yesterday, a bright-eyed go-getter put a few 





out the world—in fifty different languages—is heard: “Let's 
go to the movies!” 

Forty years ago, the best minds ridiculed the first crude 
screen images. Today, the motion picture industry attracts 
the outstanding figures of literature, architecture, the thea- 
tre and all the other arts and crafts. The blacksmith is 
extinct—except in Hollywood. The armor-maker of old 
has long been dead. ‘The cinema studio has resurrected him. 
The falcon lies buried with the knights of a forgotten age, 
but in a magic city in California, there’s a chap who still 
breeds the bird. It requires sixty-eight separate departments, 
manned by high-priced experts and specialists, to make one 
single shot on a motion picture set. ‘The vast studio of today 
is a far cry from the make-shift backyard where the first 
foot of film was produced. In a single generation, the 
motion picture has developed from a shoe-string inception 
into a two billion dollar enterprise. 

While the phenomenal growth of this industry is a fas- 
cinating record of a great business achievement for which its 
pioneers must be given full credit, of infinitely greater im- 
portance is the fact that motion pictures have in their brief 
span of existence revolutionized the whole trend of modern 
mass thought. The cinema has become the art of the masses 
—the universal mass luxury. 

What is the reason for the unparalleled success of the 
motion picture? What has made it the most important 
single factor in the world for good or evil? How are we 
to meet the vital problems presented by the sudden advent 
of motion pictures? 
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The most searching intellects in every corner of the 
globe are concerning themselves at this very moment with 
these questions. It is gratifying to find in this busy day of 
barter and petty politics, a venerable institution such as the 
University of Virginia, devoting its inspiration and re- 
sources to a public airing of these far-reaching problems with 
which we are now confronted. In this sense, The Institute 
of Public Relations is performing a national and interna- 
tional service. The millions cannot come to its portals— 
so the University—by means of this round-table—goes into 
the homes of the millions. 

Motion pictures are as old as time. Man has always 
had an instinctive urge to express himself in visual images. 

His first efforts at art were pictures drawn on rock and 
stone. All primitive languages were based on hieroglyphics. 
This is one of the reasons why motion pictures—animated 
visual images—have taken the world by storm. 

All the other non-rigid arts, except music and the 
dance make their primary demand on our intellect. Music 
and the dance merely stimulate our emotions—they leave no 
lasting moral or social impression. On the other hand, mo- 
tion pictures appeal almost exclusively to the emotions— 
one might truthfully call them emotion pictures. We do 
not have to make the effort of translating their message into 
thought images before they become part of our understand- 
ing. 

Motion pictures deviate from’their true purpose as an 
art in direct ratio to the extent they attempt to appeal to 
our intellect. Intrinsically, they are very close to day- 
dreaming, which requires no mental exertion. In their 
purest form, they are the most relaxing and satisfying kind 
of entertainment that has ever been made accessible to the 
On the whole, they are intelligible to the simplest 
people, and their appeal is as universal as that of music. But, 
unlike music, the cinema deals with the events of every-day 
life or the incidents of every man’s fancy. By its subtle 
magic, it dramatizes these phenomena and invests them with 
a glamor and appeal that is irrestible to the average man. 

It caters to his dreams of riches and success—it trans- 
ports him to faraway places beyond his means—it takes him 
into the lives and homes of people who are utterly beyond 
his every-day reach. For a brief hour, it puts the clothes 
on his back that he would like to wear—fills his plate with 
the food he would like to eat—invests him with the courage 
and daring he longs in vain to show his superiors or rivals. 
It gives him the poise, the bearing and the looks for which 
he has secretly been longing all his life—the companion he 
has been dreaming about in his lonely moments. It makes 
him master of a house in which he yearns to live without 
paying any taxes, and it puts him into a bed in which he 
would love to sleep without having to wake up to take in 
the milk bottle. The motion picture is the one thing that 
lifts Mr. Nobody out of his humdrum existence and gives 
him the wings with which to escape the landlord and the 
bill collector, the office routine and the hated boss, the nag- 
ging wife and the irate mother-in-law. 

Man has almost forgotten how to think for himself. 
The press and the radio do the thinking for him. He has 
almost forgotten how to dream for himself. The motion 
picture does it for him. The cinema is the true esperanto. 
It speaks the same language everywhere and everybody un- 
derstands it, regardless of race, creed or nationality. 
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It is the only art that brings man close to the power 
of creation. It makes him the creator of the illusion of 
reality. It gives birth to the images of his most fantastic 
dreams. It makes him undisputed master of time and space. 
It enables him to soar beyond all the limitations with which 
his life and efforts are circumscribed. 

The appeal of the comic cartoon to the youth of Amer- 
ica is due to the same reason that accounts for the unprec- 
edented success of the motion picture. Both are based on 
visual images. 

The average man is not given to scrutiny and analysis. 
Impressions lodge themselves in his consciousness without 
having passed through the filtering process of reasoning. 
These deep-rooted impressions, however faulty, destructive 
or vicious, give birth to spontaneous deductions in his non- 
analytical mind. ‘These in time become his beliefs and con- 
victions. 

The motion picture is the modern oracle. No single 
agency has been responsible for so many misconceptions in 
the mind of the common man. The radio and the press are 
merely mechanical means for the dissemination of entertain- 
ment and information—or misinformation, as the case may 
be. The motion picture, however, is not only another me- 
dium for mass communication but at the same time it is the 
only art which has a definite and lasting effect on the trend 
of the times. 

Although the cinema was originally intended to serve 
in the field of amusement and still considers itself a pur- 
veyor of entertainment, its primary importance lies in its 


power to shape the social, moral, and cultural values of to- 


day—and of tomorrow. 

The mass of the movie-going public is undeniably in- 
fluenced by the customs and manners, by the speech and by 
the action of the players on the screen. The effect of mo- 
tion pictures is felt in the world of fashion—in the sphere 
of romance—in the evolution of the modern home—in the 
every-day conduct of the every-day man, woman, and child. 

Children are the most susceptible. Every parent knows 
to what extent films shape the behavior—the outlook—and 
the character development of his sons and daughters. Mo- 
tion pictures are making deeper inroads on their plastic 
minds than any other influence to which they are exposed. 

The motion picture is enlarging the horizon of the 
theatre-going public. Its propaganda value is incalculable. 
Such a film as All Quiet on the Western Front, for exam- 
ple, is bound to influence the attitude of the average man in 
favor of world peace. On the other hand, the consistent 
glorification of the martial spirit in the news reel and in the 
screen drama is insidiously preparing the public mind for 
war. 

The motion picture is a potent factor in international 
relationships. It can bring the peoples of the world closer 
to each other in understanding and appreciation of their 
respective virtues, or it can cause—as it does—misunder- 
standing and hatred by the misportrayal of racial or na- 
tional characteristics and idiosyncrasies. A case in point is 
the recent objection of Spain to a picture that ruffled its 
national vanity. We all know of the resentment of Mexico, 
Italy, Germany, Japan, China, and other countries against 
our casting their subjects in objectionable roles. They have 
a perfect right to ask why we always portray Mexicans as 
desperadoes, Japs as butlers, Chinese as Chinks. 
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In turn, motion pictures are Americanizing the whole 
world with a brand of Americanism that is in reality non- 
existent, and in many respects undesirable. All Americans 
live in gorgeous palaces on sumptuous estates, with no less 
than six cars in the garage and two butlers to greet one at 
the door. No American girl receives her beau without a 
cigarette in one hand and a cocktail shaker in the other. 
All American business men have suites in skyscrapers with 
no less than seventeen buzzers on their futuristic mono- 
metal desks in offices that are big enough for political con- 
ventions. 


Another peculiarity seldom aired, which contributes to 
the distortion of the values presented on the screen, is the 
fact that the motion picture industry is born of man and 
run by man to suit his taste. We see everything portrayed 
almost exclusively through a man’s eyes. The reason for this 
is that the industry is manned entirely by men. 


An author—usually a man—presents an idea to a pro- 
ducer—also a man. The producer hands it to the director 
—another man. The director calls in a continuity writer— 
a man—who consults a dialogue writer—again a man. A 
cameraman shoots the scenes—the man in the projection 
room runs the rushes—the sales manager hands the can to 
a salesman, who sells the picture to the man in charge of the 
theatre who shows it, oddly enough, to an audience com- 
posed mainly of women. The actual percentage is four 
women out of every five movie goers, and men being men, 
seldom give a thought to this. 


The glaring mistakes that find their way into most pic- 
tures as a result, are, therefore, obvious only to the women 
in the audience. The male author does not know that in 
real life man scarcely ever proposes. The ladies at this 
round table, I am sure, will bear me out on this. The male 
director does not know that women make up to please them- 
selves and dress up to please other women. ‘The camera- 
man does not know that women are not interested in battle- 
ships, explosions, auto wrecks and long-winded politicians. 
Yet all pictures made by men are fat with such inconsis- 
encies. 








Parents and teachers, leaders in the public and reli- 
gious life of the nation and the world have long been aware 
of the tremendous power of the motion picture and its 
potential danger. Criticism has been leveled at the indus- 
try from every possible source. Boards of censorship have 
been set up in every country, state and town. Every day, 
thousands of scissors are busy cutting out kisses that are too 
long and skirts that are too short. 


Hundreds of orators have been stumping up and down 
the country for years, delivering vituperating indictments of 
the motion picture. None of this has had more than a local 
or sporadic effect. No amount of criticism, no matter how 
well-founded and well-meaning, can possibly achieve the de- 
sired result. Mere criticism is like shadow-boxing. It may 
be good for the liver but it won’t win the fight. 

Keeping people away from the theatre won’t do it 
either. The allure of pictures is so great that the public 
will find its way back into the theatre by way of the rear 
door. The pressure of public opinion brought to bear upon 
the film industry within the last few years by such organiza- 
tions as The League of Decency and other agencies has had 
some effect. A greater percentage of good motion pictures 

























































has come out of the studios in the past twenty-four months 
than in any two years preceding. However, if one com- 
putes the number of commendable productions against the 
total number of pictures released during this period, their 
insignificant percentage is appalling. It barely comes to half 
a dozen in a hundred. 

In the technical development and perfection of the me- 
chanics of the motion picture, the producers must be credited 
with an unprecedented achievement. As merchants of the 
most popular form of mass entertainment, they have made 
an immense success of their undertaking. 

All their agencies have necessarily one basic object— 
the protection and preservation of the industry as an aggre- 
gation of strictly private business enterprises. In this, they 
are merely duplicating what is being done in nearly all 
other large scale enterprises. 

Critics of the motion picture of today claim that we 
cannot expect reformation to come from the industry itself. 
They contend that the conditions under which the manu- 
facture and distribution of pictures is carried on at the pres- 
ent time leave much to be desired, and that any revolution- 
ary changes in their basic approach to production, distrib 
tion, and exhibition is out of the question under the presen 
regime. 

Their argument is that though the majority of the mos 
successful pictures of the last ten years were also voted the 
best pictures of their respective seasons, the total output of 
the industry contains only an insignificant percentage of 
such pictures. 

It is the further contention of the critics that all the 
other arts had a chance to develop as such for hundreds of 
years before the merchant stepped in with his standardizing 
and profit-producing methods to exploit them. The motion 
picture was hardly out of the womb—it scarcely had a 
chance to utter its first cry of astonishment—when men of 
commerce appropriated it and turned it into a business, giv- 
ing it small chance to develop as an art. This is one of the 
main reasons why the artistic potentialities of the motion 
picture are so little understood and appreciated, even today. 

The screen is too big a power for good and evil, for 
society to be content with a supply of motion pictures manu- 
factured by business men, however well-meaning, merely 
because they find it a profitable business venture. 

The legitimate defense of the motion picture producers 
is that they have repeatedly tried to experiment with what 
they consider artistic productions, but the public failed to 
respond in sufficient numbers to justify further output of 
similar product on any appreciable scale. 

The producer is right when he says that he is in the 
business of manufacturing and purveying popular entertain- 
ment that will bring him a profit. He is frank in saying that 
he is too busy with the many ramifications of his business to 
pay much attention to motion pictures as an art. 

The critic is right when he says that the public is en- 
titled to a consistent supply of good, wholesome motion pic- 
tures for its entertainment and edification. 

In my opinion, the industry can make a far-reaching 
contribution to the solution of this baffling problem. 

It lies within the power and scope of the industry to 
force the elimination of the double feature evil. To accom- 
plish this, the industry would have to make a combined effort 
to refuse to supply exhibitors with more than one feature for 
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a program. Absolute co-operation between producer, dis- 
tributor and exhibitor is essential to achieve this greatly 
needed reformation. In taking this drastic step, the indus- 
try would lessen by several hundred the number of pictures 
it is now compelled to provide annually. It would elimi- 
nate most of the shabby and hurried product that is being 
turned out en masse to supply the second feature on the pro- 
gram. It would enable producers to use the time, energy, 
creative inspiration and money thus saved for the betterment 
of their remaining features. It would make it possible for 
them to apply as much care, preparation and inspiration to 
all of their features which are now being lavished only upon 
their comparatively few de luxe productions. 


I predict that this would not merely result in an im- 
measurable saving in production cost and headaches, in a 
lessening of the tension under which creative studio minds 
have to work at the present time, but it would, paradox- 
ically, also result in greater and more permanent profits to 
the industry. A single-feature program, presenting a care- 
‘ully produced, first-rate feature, surrounded by quality 

1orts, would in my opinion, not only please the motion pic- 
‘re fans but would also bring back to the theatre the many 
iillions of patrons that have been lost to it in the last few 
ars because of an insufficient supply of satisfying film fare. 


In addition to the elimination of the double feature evil, 
may I make another suggestion to the industry? 


I propose the establishment of an independent organi- 
zation that would undertake the production of experimental 
motion pictures under the guidance of outstanding film ex- 
perts of the industry at a salary commensurate with their 
professional earning capacity. 


I propose that the operating cost of this unit be under- 
written by the major film companies, that its pictures be 
released through their collective distributing agencies and 
exhibited in their respective theatres. 


It would be a comparatively simple matter for the pro- 
ducers to apportion among themselves a world gross revenue 
from these pictures sufficient to cover the cost of production. 
If any of the pictures so produced should win sufficient pub- 
lic acclaim to earn a profit, such surplus could be used to 
eventually make the organization self-supporting. It is 
essential, of course, that this unit be absolutely free from in- 
dustry supervision or interference. 


The public could be taken in on this experiment. Its 
response to these pictures would be the barometer by which 
the industry could judge the changing attitude toward films 
in general. It would also be a basis upon which they could 
work out a new formula in production and apply it profit- 
ably to their own business needs. 


By this one gesture, the industry could answer all its 
critics without the loss of a single dollar, and with great 
ultimate profit to itself. 

This suggestion is based on similar efforts in the steel, 
automotive, electrical and other industries, all of which have 
proven not merely workable and practical, but also tremen- 
dously profitable. 

And so I am on solid ground when I make this fervent 
plea to the motion picture industry for the encouragement 
and enhancement of the potentialities of the motion picture 


—the newest, most fluid of all the arts, the art born of the 
technical genius of mechanized civilization, the supreme art 
expression of our magic times, the art that is pregnant with 


the seed of greater possibilities than all the other arts com- 
bined. 


Every great nation, with the exception of America, has 
played a pioneer part in the development of one art or 
another. Here is America’s singular opportunity to stamp 
its mark of creative genius on the art which combines with- 
in its potentialities the essence of all the other arts. 


For ages, music has quickened the mnagination and the 
emotions. Literature has profoundly influenced man’s pil- 
grimage on this earth. Painter, poet and playwright have 
had their splendid share in awakening the soul of man to 
truth, beauty, and aesthetic perfection. 


Will the industry provide the means of giving the most 
vital of the arts an opportunity to rouse mankind to an ap- 
preciation of the deeper, nobler, and more enduring aspects 
of our life of today—and even more important—of our life 
of tomorrow? 


The world, at this crucial moment—America perhaps 
more so than any other country—needs a soul-stirring art 
that will lift it out of the lethargy of indifference, the rut 
of materialism and inspire it to set its face toward the sun 
of a brighter day. 


No book, no poem, no speech, no painting, no piece of 
sculpture, no music, however divinely inspired, can do that 
for the world. There is only one art that has the emotional 
mass appeal—the irresistible power of subtle persuasion—the 
rhythmic magic that finds its way imperceptibly into the 
innermost recesses of the every-day man, woman, and child 
—the motion picture. 


Let those who appreciate the true import of this new 
art set their minds and hearts and pocketbooks on paving 
the way for the motion picture of tomorrow that will cull 


its ingredients from the soil of America and from the hearts 
- 


and souls of its people. 
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